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| Editorial Section 





PUBLIC SERVICE VS. PRIVATE GAIN. 


A Question of Ethics Which Affects the Status of 
Many Companies. 


The present status and future prospects of the 
hundred-and-fifty-odd life insurance companies 
formed in the last six years have been the subject 
of much comment and discussion. We have print- 
ed a number of articles dealing with the economic 
unsoundness of the investment of some forty mil- 
lion dollars in the stock of these companies, in 
view of its present non-productiveness and the 
strong probability that legitimate dividends cannot 
be paid by most of them for a long time to come. 
A few critics have alleged that our comment is un- 
friendly. The reverse is true. Practically none of 
the stockholders, scarcely any larger percentage of 
the directors, and often few of the active officers 
of these companies are versed in life insurance 
technique. They are for that reason incapable of 
properly estimating for themselves the dangers of 
their position, and it is real friendship to point 
them out. 

There seems to be little doubt that there is some- 
thing fundamentally wrong with the position of 
these companies in their relation to the community 


and the general welfare, but what seems to us to 


| 


be one of the most important phases of the ques- 
tion seems to have escaped attention. Certainly it 
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has not been discussed, so far as we know. An 
important point of ethics is involved, hinging upon 
the fact that life insurance—like every other form 
of insurance—is essentially mutual in its character, 
so that capital stock in a life insurance company is 
more or less of an anomaly; that more than in any 
other business which comes closely in contact with 
large numbers of people, it calls for the very high- 
est type of business honor and integrity in its ad- 
ministration; and that no life insurance company 
which does not by the acts of its officials reflect a 
clear conception on the part of the management of 
an obligation to be of real public service, and to 
give an unswerving devotion to that service, can 
realize its best possibilities. 

Perhaps consideration of these facts will lead to 
a better understanding of the reason why as a 
group the newly formed life companies give the 
impression of being out of harmony with their en- 
vironment; possibly this is why they have not met 
with a greater measure of success. Practically all 
these recently formed companies were conceived 
primarily as money-making institutions; stock- 
holders invested forty millions of dollars in them, 
not with the idea of rendering a public service— 
which, after all, is the real economic function of a 
life insurance company—but rather of exploiting 
the public, and gaining by that exploitation (the 
word is not used in any offensive sense) a very 
large financial return. 

If we examine even superficially the records of 
the leading life insurance companies of this coun- 
try, we shall find that those companies whose man- 
agements are most deeply imbued with this sense 
of their obligation to the public have been the most 
truly successful; and, per contra, that those com- 
panies which have endeavored to exploit the public 
have, in direct proportion to their departure from 
the higher ideal, forfeited the confidence of that 
puhjic. In some of the companies we find a strange 
mingling of the two ideals—public service and 
money making. In those companies—as, for in- 
stance, in some of the great industrial institutions, 
where the public service rendered has outweighed 
the retarding influence of the money-making idea, 
success has followed. Of course, many companies 
which have betrayed in greater or less degree the 
confidence of the public have been “successful” in 
the mere piling up of assets; but the respect in which 
they are held is in inverse ratio to knowledge of their 
history. 

The whole world is awakening rapidly to a clear- 
er realization of the duty of one man to another— 
of their mutual dependence and obligation. This is 





effecting noticeable changes in the conduct of in- 
numerable lines of industry. In politics, the party 
which loses sight of this great new factor goes 
down to defeat. The business man who buys in- 
surance nowadays makes a more careful investiga- 
tion than formerly ; and the company must measure 
up to a higher standard than before. 

What, then, shall these small, new life insurance 
companies do in order to get into harmony with 
this nation-wide—yes, world-wide,—movement? 
First and foremost, they must abandon the idea 
that the life insurance business is one in which 
great fortunes can legitimately be made. That 
seems to us a false and low conception. Then they 
must plan to stop the waste due to duplication of 
effort. It ought to be possible to find some body 
of men with the necessary financial resources and 
public spirit to enter into a careful study of this 
situation, with a view to bringing these companies 
more nearly into line with correct principles—eth- 
ical, financial and economical—by means of mergers 
or reinsurances. But they must approach the prob- 
lem not with the idea of making large and easy 
profits, but rather with the desire to serve, for a 
moderate and reasonable compensation, that great 
body of stock-holders which constitutes the com- 
panies to which we refer; and at the same time the 
much larger army of policy-holders who have pur- 
chased the contiacts of those companies to the amount 
of over half a billion dollars. 








COMMENTS ON OUR SERVICE 


From James Chappelle, formerly Secretary of the 
Great Western Life Insurance Company, Kansas City, 
Mo.; letter dated February 26th, 1912: 

“In severing my very pleasant connection with The 
Great Western Life Insurance Company, of which I have 
been Secretary-Treasurer, as you know, since its re- 
habilitation, I would feel that I was very remiss had I 
failed to write you expressing my appreciation and thanks 
for the consideration and stimulus received by us at the 
hands of Alfred M. Best and Company. 

“I do not wish to infer in any way that pressure or 
influence one way or the other could bias your report, 
but as Chairman of:the Reorganization Committee of 
the Stockholders of The Great Western Agency Com- 
pany and this institution, I was in position to know and 
did realize the value of your assizement of us, just and 
considerate as it was; at the time we stepped into the 
breach and turned the tide of adversity, which we could 
not have accomplished had it not been for the fair and 
unbiased treatment from you, the moral support of our 
sister companies and the insurance publications over the 
country. 

“I keenly appreciate these influences for our benefit 
and whether or not I ever again enter the insurance field, 
I will always carry with me kindliest remembrances of 
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the just impartiality toward us of yourself and Company.” 

From J. N. Houston, Manager of the Aetna Life In- 
surance Company of Hartford, Ct., at Austin, Texas, 
letter dated March 23, 1912: 

“IT am today in recept of the copy of Best Insurance 
Reports, 1911, also copies of Best Life Insurance News 
from July, 1911, to March, 1912, both inclusive, 

“In looking over same, I find much valuable informa- 
tion, for which I have long sought, but was under the 
impression that it-could be had only by writing direct 
to the different insurance departments. I find your re- 
ports both complete and easy to understand. Everyone 
connected with the life insurance business should have 
them on file. 

“IT am anxiously awaiting the balance of the series and 
the reports for 1912.” 

From Theodore C. Stein, Agent, Connecticut Mutual 
Life Insurance Company at Burlington, Ia., March 18, 
1912: 

“T have a brother who has recently joined the ranks 
of Connecticut Mutual agents and just as soon as he is 
fairly established in his new work it is my intention to 





persuade him to subscribe to your service; a thing I be- 
lieve to be an essential part of the solicitor’s equipment.” 

From W. A. M. Smith, Manager, Mutual Life of New 
York at Fargo, N. D., January 29, 1912: 

“T consider your volume one of the best assets which 
we have in the Agency.” 

From White & Fenwick, State Agents, John Hancock 
Mutual Life Insurance Company, at Newark, N. J., March 
8, I9I2: 

“Your reports are certainly very complete and in every 
way satisfactory.” 

Messrs, White and Fenwick have used our life report- 
ing service ever since we started that department. 

From Jesse F. Murphy, Special Representative, Equita- 
ble Life Assurance Society of the United States, at Seat- 
tle, Wash., March 20, 1912: 

“Having been a student of the ‘Best Life Insurance 
Reporter’ for a number of years, and having been en- 
gaged in the Life Insurance work for over a quarter of 
a century, I think any Agent who tries to.get along with- 
out these publications at his command at any time is 
not an up to date insurance man.” 





Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 





It is our purpose month by month to discuss the most | 
important recent decisions of the courts of this country | 


and Canada, which have an immediate bearing on ques- 
tions of interest to the insurance public and to life insur- 
ance agents. The decisions themselves will not be printed 
in full, and the technical portions will be purposely omit- 
ted so that the comments on the case, while covering the 
facts involved and the conclusion of the courts, will be 
readable and within the understanding of the layman. 

If at any time our subscribers should desire complete 
decision in a case we refere to, we shall be glad to obtain 
it for them. 





MISREPRESENTATIONS. 


Where Misrepresentations Are Made to the Medical Ex- 
aminer and a Statement of These Misrepresentations 
Is Not Included in the Policy They Are of No Value. 


A recent decisien in New York emphasizes the statute 
providing that all statements made by the insured must 
be included in the policy. The decision is as follows: 

“I think the plaintiff's motion to strike aut the alle- 
gation in the answer relating to the statements said to 
have been made by the assured to the medical examiner 
must be granted. The action is brought upon a policy 
of insurance issued by the defendayt upon the life of 
plaintiff’s testator and payable to his executors. The 
policy is set forth at length, a copy being attached to the 
complaint, and all the facts alleged in the complaint are 
admitted. Defendant, after pleading alleged misstate- 
ments by the assured in the application for insurance, 
which is referred to in the policy and a copy of which 
was printed therein, sets up, in addition, alleged mis- 
statements made to the defendant’s medical examiner, 
and defendant alleges that the misstatements were made 





fraudulently, with intent to deceive, and that they did 
deceive, the defendant. The plaintiff moves to strike 
out these statements to the medical examiner,. because 
the medical examination and the questions and answers 
at such examination are in no way referred to in the 
policy of insurance, 

“Such is the fact, and I am free to say that it appears 

unusual that no reference is made to the statements made 
to the medical examiner, or to the medical examination, 
either in the policy itself or in the application. These 
statements or the examination are not referred to as a 
basis or consideration for the issuance of the policy. In 
1906, the insurance law of this state was amended (Laws 
1906, c. 326, § 16) by the insertion of section 58, which 
expressly provides that every policy of life insurance is- 
sued after January I, 1907— 
‘shall contain the entire contract between the parties and 
nothing shall be incorporated therein by reference to any 
constitution, by-laws, rules, applications or other writ- 
ings, unless the same are endorsed upon or attached to 
the policy when issued, and all statements purporting to 
be made by the insured shall, in the absence of fraud, 
be deemed representations and not warranties. Any 
waiver of the provisions of this section shall be void.’ 

“I think the manifest intention of the Legislature was 
to require that corporations engaged in this kind of busi- 
ness should set forth plainly on the face of the policy 
the contract of insurance and the consideration therefor, 
including any statements or representations leading it to 
enter into the agreement. The form of the policy, its 
preparation, etc., are left to the insurance company. If 
the statements made at the medical examination are im- 
portant, it is very easy to refer to them. That the pro- 

(Continued on page 154) 
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MISREPRESENTATIONS—Continued. 


visions of the statute were before the parties is indi- 
cated by the provisions printed on the policy as fol- 
lows: 

““Entire Policy—This policy and the application 
therefor, a copy of which is indorsed hereon, constitute 
the entire contract between the parties hereto, and all 
statements purporting to be made by the insured shall, 
in the absence of fraud, be deemed representations and 
not warranties.’ 

“As already stated, there is no word referring to the 
medical examination or the answers made to the medical 
examiner. It seems to me that to allow the defendant to 
avail itself of matters not referred to in the policy would 
be to defeat the intention of the legislative enactment, 


does not require the company to print the medical ex- 
amination or to refer t. it. That is true; but it does say 
that if the company relies upon the examination, or if 
false statements made thereon are to be availed of as a 
defense, then the medical examination must be referred 
to. While no decision can be found in this state on this 
question, similar statutes have been construed in accord- 
ance with the views above expressed in Rauen v, Pruden- 
tial Ins. Co., 129 Iowa, 729, 106 N. W. 108 Kirkpatrick v. 
London Co., 139 Iowa, 370, 115 N. W. 1107, 19 L. R. A. 
(N. S.) 102, and Imperial Ins. Co. v, Dundam, 117 Pa. 
460, 12 Atl, 668, 2 Am. St. Rep. 686. It is the duty of the 
court to give effect to the statute, and to so construe it 
that its reasonable and salutory improvement in the law 
shall be carried out. 
“The motion is therefore granted.” 





which was designed to stop this very thing. 
“The learned counsel for defendant urges that the law 





Journal, April. 


Becker v. Colonial Life Ins, Co., 41 Insurance Law 





Reports Upon Companies and Associations 





INSURANCE 
ILL. 


AMERICAN BANKERS 
COMPANY, CHICAGO, 





Extracts from Statement as of Decem- | 
ber 31, 1911. 

Total admitted assets, $473,135; net re-/| 
serve, $36,269; unassigned funds (sur-/| 
plus), $133,080. 

Income during 1911: First year, $71,- 
. 761; renewal, $12,533; premiums received 
on capital stock, $165,220; total income, 
$530,506. Disbursements: Death claims 
amounted to only $1,000; the actual mor- 
tality in 1911 on all business being only 
8.4% of the expected. In addition to the 
ordinary management expenses and cost | 
of new business, the statement shows | 
payments to the stock sales department) 
aggregating $49,671.99. This amount ap-| 
pears rather large considering the large! 
payments already made by the company | 
on account of organization expenses. In| 
1910 the stock agents’ commission and 
organization expense was $133,005.28. Not- 
withstanding this, the gain and loss ex- 
hibit shows an increase in surplus for 
the year 1911 of $68,863. The company 
shows a gain of $256,620 from capital 
and premium subscribed; it also shows a 
loss of $123,413 from increase in cash 
capital. The expenses of the stock sales 
department are also shown as a loss. 
There was a heavy loss on loading, viz., 
$82,807, the entire premiums collected 
being $84,294. The deferred and uncol- 
lected premiums aggreated $12,885. 

The principal investments of the com- 
pany are mortgage loans, bonds and cer- 
tificates of deposit. In explanation of 
the latter item, which amounted to $184,- 
669, the company states that the bulk 
of the certificates carry interest at 4%, 
that some carry less interest and some 
as high as 5%%. The company further 
states that on account of their large 
amounts it has had the certificates in- 
sured by a Surety Company. 

The surplus paid in was so large that in 
spite of the very heavy organization ex- 
penses and the high cost of obtaining busi- 











ness, the company’s surplus at the end of 


1911 was large in proportion to the liabili- 
ties. It has had a very good growth. The 
management expenses appear moderate, 
but part of the officers’ salaries is charged 
to stock sales. The actuurial methods are 
sound. The investments yield a good re- 
turn. The company has been very for- 
tunate in its mortality experience. So 
far as we are advised only one death 
has occurred to date. 

The insurance in force at the end of 
1910 was $917,490; written during 1911, 
$3,173,484; in force at the end of the 
year, $3,421,840. 





BANKERS LIFE COMPANY, DES 
MOINES, IOWA. 





its History and Present 
Condition. 


This company, originally incorporated 
under the assessment laws of Iowa July 
1, 1879, beginning business on Septem- 
ber 2 of that year, amended its articles 
of incorporation late in 1911, the ,same 
being approved by the Auditor of State 
of Iowa on November 23, 1911. Its 
name was changed to the present title, 
and ,it was transformed into a legal 
reserve or level premium mutual insur- 
ance company as provided by Section 
1,798B of the supplement to the Code 
of 1907. 

It was formerly known as the Bank- 
ers Life Association and operated ex- 
tensively throughout the United States, 
issuing certificates in amounts of $2,000, 
the total risk accepted on any one life 
being $6,000. In addition to the regular 
assessments, the members paid into what 
was known as the “guarantee fund’’ of 
the association the sum of $1 for each 
year of age at application, such amount 
to be paid either in cash or by note. 
Upon the death of a member his contri- 
bution to the “guarantee fund’’ was 
paid together with the amount of the 
policy. The interest upon that fund, and 
all contributions thereto forfeited be- 
cause of lapse, where credited to the 


A Review of 





“reserve fund’’ which the association was 
privileged to draw upon in order to pay 
death losses should the mortality in any 
one year exceed 10 per 1,000 members. 

The “guarantee fund’’ was shown as 
a Hability in the reports and statements. 
It was offset by the securities in which 
deposits were invested and by the notes 
given therefor. Members were assessed 
both for mortuary and expense purposes 
precisely in the ratio of their contribu- 
tions to the “guarantee fund.’ The rate 
of. assessment was proposed to remain 
level throughout life, and so far no in- 
crease has been necessary. The rates are 
entirely inadequate for whole life insur- 
ance, however. The assessment feature 
was embodied in Section 1 of Article II 
of the articles of incorporation, which 
gave the association power to increase 
the amount charged for insurance at any 
time that was necessary. (See report 
upon the associatior. in our 1911 volume, 
pages 599 to 602.) 

The association was able for thirty-two 
years to meet every obligation promptly, 
although the rates charged, measured by 
actuarial standards, were wholly inade- 
quate for whole life insurance. This 
was due to the large number of mem- 
bers attracted by the low rates charged, 
rigid economy, and the use of a very 
technical policy form. Many associations 
which endeavored to operate upon simi- 
lar plans failed; others found it neces- 
sary to reorganize*ron the old line basis. 

This association was permitted by its 
articles of incorporation and by-laws to 
collect quarterly in advance for such 
amount of losses as the American Ex- 
perience Table of mortality showed to be 
required, It advised us that in practice 
it had collected the amount necessary to 
care for current losses (not the tabular 
expected loss) each quarter. It further 
stated that current losses were appor- 
tioned among the members in proportion 
to their contribution to the “guarantee 
funds,”’ such apportionment to. be modi- 
fied by contributions from the “reserve 
fund”’ in case the death rate exceeded 
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one per cent. per annum of the mem- 
bers. 

The Bankers Life Association was or- 
ganized by Edward A. Temple and other 


bankers. Mr. Temple was the president 
until his death in February, 1909. The 
directors of the association had long 


been associated with Mr. Temple and 
were elected by the members, who were 
allowed to vote either in person or by 
mail, due notice of election being mailed 
to each member. 

Rumors that the association was to 
change to the legal reserve plan have 
been current ever since the death of 
Mr. Temple, and were especially persist- 
ent during the past year. 





| 


sonable promptness; but the company 
has been criticised for taking advantage 
of its legal rights, in many cases, under 
its very technical assessment contracts. 
Legal reserve insurance only is now is- 
sued, which is all annual dividend, and 
the policy contracts are fair and liberal 
in their general terms. Much of the old 
assessment business has been exchanged 
for ten-year renewable term insurance 
providing for annual dividends. 


Facts Regarding Change To Legal Re- 


serve Basis. 


We have interrogated the company re- 
garding many important matters in con- 


Notwithstand- | nection with its change to the legal re- 


ing this, the association in reply to our | serve basis, among which were certain 
inquiries emphatically stated a number |inquiries made by us in a letter dated 
of times that no such change was con-| 
printed in an article upon the company 


templated. It persisted in these denials, 


after the details of the change were) 


practically completed, and its officers are 
open to censure for this deception. 
Actuary 8S. H. Wolfe, of New York, 
was retained by the association in 1911 
to audit its books, and a very careful 


valuation was made by him of the busi-_ 


ness then on its books. 


cember 1, 1911. 
ing to the mutual 


November 16, 1911, which letter was 
Best’s Life Insurance News for De- 
It states that in chang- 


basis no contracts 


in 


/were executed or documents issued other 


copies of which it furnished to us. 


' 


| 


The company operates upon the mutual 
plan. The statement as of December 31, | 
1911, shows various funds held for the 


protection of assessment certificates which 
will be mentioned more in detail below. 
The remarkable growth of the asso- 


of the company; 


ciation was due to the economy of man- | 


agement, the cheapness and efficiency of 
its method of obtaining and retaining 
business, which was through bank intro- 
ductions and collections by bankers, and 
to its extraordinary low death rate, due 
to: 
(1) 
banks. 
(2) 
(3) A 


The original selection 


large proportion of new 


through | 


An excellent medical department. | 
busi- | 


ness, secured by rates too low for safety. | 


(4) 
sary of certificates of members who had 
formed bad habits. 2 

A considerable amount 


($680,500) of 


Termination when . deemed neces- | 
|cers 


legal reserve (annual dividend) insurance | 


was issued during the short period 
1911. The assessment business written 
in 1911 aggregated $70,274,000. The com- 
pany is solvent 


small surplus over the reserve 


(see below) and other funds held for the) 
The actuarial | 


protection of contracts. 


methods as relating to the legal re- 
serve business are sound. The assess- 
ment certificates are valued as yearly 


renewable term insurance (which means 


of | 
operation as a legal reserve company in| 


than the amended articles and by-laws, 
The 
amended articles of ineorporation are 
printed in our December paper referred 
to above. The by-laws to an extraordi- 
nary extent place the control of the 
company in the hands of the board of 
directors, consisting of only five mem- 
bers, all of whom at present are officers 
and provision for still 
greater centralization of control is found 
in Section 3, which provides that the 
“president and any two directors shall 
constitute an executive committee and 
(except when the Board of Directors is 
in session) shall be authorized to perform 
all executive duties of such Board, in- 
cluding the investment of funds, pay- 
ment of losses, etc., subject to the ap- 
proval of the Board, which approval 
shall be implied, unless contrary action 
is taken by such Board.” 

The by-laws also provide that the offi- 
must be selected from among the 
directors. This is a bad provision. The 
board of directors should be independent 
of the officers. 

The articles of association and by- 
laws in effect at the time of the reor- 


ganization still govern all rights and ob- 
ligations of the old assessment members. 


with a comparatively | 
liability | 


Facts Regarding Old Assessment Business. 

The company states that members 
holding assessment contracts are given 
the privilege of exchanging them for level 
premium policies on approximately the 


same terms as is customary in conver- 
tible term policies; that no special effort 


that the rates must increase hereafter), 
and additional funds are held to protect. 


contracts (see below). The investments 
are of excellent character, 
mainly of mortgage loans on real estate, 
which yield a large return. The cost of 
obtaining business in 1911 was heavy, 
and the management expenses were high. 
The mortality rate is favorable. It is 
too early to comment upon the net cost 
of insurance under legal reserve partici- 
pating contracts. It is practically certain 
that the cost under the old assessment 
policies will steadily increase, though 
this probably will not be at once appar- 
ent. Death claims are settled with rea- 


| 


consisting | 


induce members to 
make such change; that the new level 
premium policies will provide for the 
payment to the beneficiary of the guar- 
antee deposit in addition to the insur- 


is being made to 


/ance on the same terms as in the origi- 





nal certificate. The company claims that 
old assessment members who do not 
change their contracts ‘“‘will have their 
interests safeguarded,’’ but gives no de- 
tails, and that the terms of their con- 
tracts will continue on the same basis 
as heretofore. This means that extra as- 
sessments may be levied upon the re- 
maining assessment members in case 
such procedure is found necesary in or- 
der to meet death claims. 





The “emergency” and ‘‘guarantee’’ 
funds held by the company for the pro- 
tection of assessment certificate holders, 
together with the increase in such funds, 
will, the company states, continue to be 
so held, and will not be used for any 
other purpose. At the end of 1911 the 
“emergency fund,” in excess of yearly 
renewable term reserves, amounted to 
$5,491,481.37. The “guarantee fund’’ 
amounted to $6,940,428. The company 
advised us that the legal reserve which 
will be accumulated under level premium 
policies, as required by law, will be held 
exclusively for the fulfillment of such 
contracts and cannot be encroached upon 
for any other purpose. 

Answering our query as to whether or 
not the company intends to keep the old 
members in a class separate from the 
new legal reserve members, and whether 
or not all the membership is to be con- 
sidered as a unit, so that the profits 
derived from new business hereafter se- 
cured might be used to make good any 
deficit in funds contributed by the as- 
sessment members, the company replied 
as follows: 

“In distributing annually the current 
mortuary cost the losses will be equit- 
ably apportioned on the basis of the 
American Experience Table of Mortality, 
taking into consideration also the aver- 
age experience of the company. The 


‘mortuary savings apportioned under level 





ascertained in the above manner. 





premium policies will be set aside, to- 
gether with other savings, under such 
policies in the surplus fund from which 
dividends will be declared under such 
policies. The aggregate amount required 
of assessment members will be sufficient 
to cover their equitable portion of losses 
They 
will be dealt with just as other mutual 
companies treat their participating re- 
newable term insurance. While the total 
contributions for losses from these cer- 
tificate holders will be the same as if 
they were participating yearly renewable 
term policies, in distributing the losses 
among them, individually, they will con- 
tinue to contribute in accordance with 
the terms of their cotnracts, each in- 
dividual share being in proportion to the 
guarantee deposit.’’ 

The company maintains that there will 
be no deficit in funds contributed by as- 
sessment members, and that the relation 
between old and new business will be 
the same as the relation between old 
and new business in other mutual old 
line companies. We do not accept this 
reasoning. It seems to us inequitable 
to allow assessment members who have 
been and are still paying inadequate 
rates to participate in the mortality sav- 
ings due to the introduction of new 
members who will pay adequate rates: 
and the cost of the assessment con- 
tracts is certain to increase. 


Interesting Features of Company’s An- 
nual Statement. 

The statement of this company shows 
among the assets guarantee notes on 
members in good standing amounting to 
$1,907,111.75. Such notes are deducted 
as a non-admitted asset. In addition to 
the cash “guarantee fund’ and the 
“emergency fund’ mentioned above (both 
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being held as liabilities) such statement 
shows a mortuary fund of $719,242.75, 
and a trust fund and deposits of mem- 
bers amounting to $22,740.51. The “‘emer- 
gency” and the ‘“guarantee’’ funds are 
held for the fulfillment of assessment 
contracts in accordance with their terms. 
The statement of income shows an item, 
“guarantee deposits,’’ $1,179,962. The 
company states that as the guarantee 
notes are payable in four semi-annual 
installments, the total amount of notes 
on hand at any time will be in excess 
of the new notes taken for one year, 
which was the case in 1911; therefore, 
the principal unpaid on guarantee notes 
was in excess of the income therefrom 
for 1911; also, “‘there are included in the 
items reported in our statement only 
notes on members who kept their in- 
surance in force, but in accordance with 
the rulings of certain departments, the 
notes have been deducted as unadmitted 
assets in spite of the fact that they are 
available for the meeting of obligations 
in our contracts for which these notes 
were taken.” 

The company’s gain and loss exhibit 
for the year 1911 shows a gain on mor- 
tality of $2,814,728. The expected mor- 
tality (American Table) was $6,336,604.03, 
and the actual mortality” $3,521,876. It 
also shows losses from reduction in as- 
sessments of $2,619,710.94, and from in- 
crease in special funds and special re- 
serves, $1,780,171.89. In explanation of 
the latter item the company states that 
the special funds held for the protection 
of assessment contracts in excess of the 
yearly renewable term reserve are dealt 
with as special reserves; that the total 
of these funds agreed with its reports 
for the years 1910 and 1911, and that the 
increase in such’ funds must necessarily 
be deducted from the gains in arriving 
at the net increased surplus. The $2,619,- 
710.94 item is the difference between the 
actual assessments levied and the amount 
permitted by the by-laws, namely, the 
amount of the expected mortality ac- 
cording to the American Table. Since 
the company takes credit for the mor- 
tality savings it must show the other 
item as a loss. Another large item, 
“guarantee deposits less notes’’ shown as 
a gain is, the company states, “‘the net 
income in cash on account of guarantee 
deposits, the notes being excluded be- 
cause they are deducted as non-ad- 
mitted assets.”” The gain and loss ex- 
hibit shows an increase in surplus of 
$138,868.04. The company states that the 
ratio of actual to expected mortality in 
1911 (55.3%, American Table) was based 
upon its entire business. 

We print below the statement and gain 
and loss exhibit in full. 


Ledger Assets, December 31, 1911. 


Book value of real estate..... $45,090.00 
Mortgage loans on real estate.15,631,833.47 


Book value of bonds......... 230,911.38 
Cash deposits not on interest 262,699.22 
Cash deposits on interest..... 541,626.11 

' Guarantee notes on members 
in good standing............ 1,907,111.75 





Total Ledger Assets..... $18,619,181.93 





Non-Ledger Assets. 


Interest: 
Due and accrued on mort- 

WEED okie cabwis b acdc wdsset $422,052.22 
Accrued on bonds........... 3,060.14 
Due on other assets........ 954.28 

Due and deferred premiums.. 98.72 








Gross Assets ..........-.$19,045,347.29 
Deduct assets not admitted, 
guarantee notes 


1,907,111.75 





Admitted Assets ........ $17,138,235.54 
Liabilities, Surplus and Other Funds. 
Net reserve (paid for basis) .$3,199,748.96 

Death claims: 
In process of adjustment, or 





adjusted and not due..... 32,800.00 

Reported, no proofs received 234,000.00 

Death claims resisted......... 30,000.00 
Unearned interest and rent 

paid in advance............ 20,657.04 
“Cost of collection’’ on uncol- 

lected and deferred pre- 

miums in excess of loading. 35.97 
Salaries, rents, office expenses, 

bills and accounts due or 

RE wandbnnceastenees eede 12,534.83 
Medical and legal fees due or 

EEL... Sacked nes sseenernerdes 2,351.00 
Estimated amount hereafter 

payable for federal, state 

and other taxes............. 80,000.00 
Emergency fund in excess of 

yearly renewable term re- 

UD acbdndbnceecedéonscscre 5,491,481.37 
Guarantee fund (cash only)... 6,940,428.25 
POE ME 6 6d acceésecd oon 719,242.75 
Trust fund and deposits of 

NE. o ck ca cébededus cakes 22,740.51 
Unassigned funds (surplus).. 352,214.86 

Wt adnthamewastechtioasecet $17,138,235.54 


Income During 1911. 


Gross premiums; first year, 
$732,081.98; renewal, $4,391,- 

De chéadwbebebenadeoadeseada $5,123,838.47 
Interest: 


On mortgage loans.......... 
On bonds and dividends on 


709,487.27 





Be: ~Suboedecesensediteseese 14,531.04 
On premium notes, policy 
SOS: GP ene cedecccicores 69,136.15 
On bank balances........... 8,217.92 
Discount on loans purchased 
a Mee -eGbebe ne bursswsciese 8,439.31 
Dn: pbidganbadrneatensesitbveces 440.00 
Gain from notes formerly 
CUE. cb wdeneicteeveaes 3,417.66 
Deposits of members, et 3,189.70 
Guarantee deposits ........... 1,179,962.00 
Total Income ............ $7,120,659.52 


Disbursements During 1911. 
Seen. LD ik de'rving cvcccdsee $3,533,876.00 
Guarantee deposits returned 


to beneficiaries ............ 71,813.00 
Premium notes and liens void- 

OGG Ne aonscbinacecctshuc 293,865.17 
Surrender values (cash)...... 1,780.55 
Expense of investigation and 

settlement of policy claims. 8,039.17 
Commissions and bonuses: first 

year’s premiums, $609,111.21; 

renewal premiums, $56,212.76 665,323.97 
All other agency expenses, in- 

cluding branch offices and 
an o.b6sccheadaneses 4,107.00 
Medical fees and inspections. 146,191.75 








Salaries and all other comp. 


of officers, directors, trus- 

tees and employees.......... 151,599.48 
OE pe cdo vewbewrdoi devon dda’ 18,972.55 
Advertising, printing, station- 

ery, postage, etc............ 125,953.03 
Legal @xXpensSes ........seeeees 100.00 
Furniture, fixtures and safes. 11,742.27 
Taxes on real estate.......... 676.45 


State taxes on premiums..... 36,445.52 


Insurance department licenses 


Oe TD oc éaccevctcoe tbbesodt 6,714.83 
Federal corporation tax....... 750.45 
Polk County, Iowa, tax...... 2,271.60 
Cy ED . Ss oSi'eove a¥deec duces 506.68 
Expense loan department..... 11,732.03 
Auditing expense ............ 6,395.00 
Traveling expense ............ 4,759.29 
DEOOTNNOGRD cc cbociccdosotes 9,496.07 





Total Disbursements ..... $5,112,611.86 
GAIN AND LOSS EXHIBIT. 





Gains. 
Gain from loading........... $164,703.94 
Gain from interest earned... 786,880.80 
Gain from mortality ........ 2,814,728.03 
Carried to profit account.... 3,417.66 
Guarantee deposits, less notes 767,611.29 
Deposit of members personal 
DD. cade ees'é teanmiaeee 3,189.70 
0 a $4,540,531.42 
Losses. 
Reduction in assessments. ...$2,619,710.94 


Increase in special funds and 
special reserves 
Carried to loss account....... 


1,780.171.89 
1,780.55 


eh nn enne6000e Hee en $4,401,663.38 
Difference, being increase in surplus 
during the year, $138,868.04. 








BAY STATE INVESTMENT COMPANY, 
PHILADELPHIA, PA. 





New People in Control. 

This company has been operating in 
Philadelphia and surrounding territory 
since March, 1910. It was incorporated 
under the laws of Delaware, its autho- 
ized capital being $1,000,000. The par 
value of its stock is $10 per share, but 
we are not advised as to selling price 
and the amount sold to date. We have 
been unable to learn just what commis- 
sions were paid agents for selling stock; 
in fact, all inquiries made by this office 
to the concern have been ignored. 

The company was formed to finance 
the Bay State Mutual Life Insurance 
Company, an assessment concern with 
offices at Philadelphia and later at Ger- 
mantown, Pa. The original officers of 
the concern were also officers of the 
mutual life company (see important re- 
port upon that company elsewhere in 
this issue). A recent change in control 
of both companies has been effected. 

For a long time we have warned the 
public through our subscribers to refrain 
from purchasing stock in this company 
or insurance in the life insurance asso- 
ciation with which it is connected for 
the reason that both concerns persistent- 
ly ignored our request for information, 
and in addition, we were unable to re- 
ceive advices from any authentic source 
that either company was worthy of con- 
fidence. 
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Early in 1911 we were advised by a 
reliable source that this company was 
selling stock through its agents by 
means of improper estimates and mis- 
leading statements, claiming that the 
Bay State Mutual was doing a very 
large business. A representative of the 
investment company called upon our cor- 
respondent and stated that his company 
was underwriting the stock of the Bay 
State Life Insurance Company of Dela- 
ware, which company, when formed, was 
to take over the business of the mutual 
concern. Upon investigation our repre- 
sentative found that the company was 
not doing one-hundredth part of the 
business which the representative of the 
investment company claimed was being 
done in his section of Pennsylvania. 





BAY STATE MUTUAL LIFE. INSUR- 
ANCE COMPANY, GERMANTOWN, 
PA. 

Former Officials Held for Conspiracy. 
Press notices of March 2, 1912, stated 





that six of the former officers of this | 


company had been arrested on charges of 
embezzlement and consipracy. 
alleged that the conspiracy consisted of 
the formation of a company to defraud 
the instrance company out of $15,800 in 
securities. The men accused were Claw- 
son Bachman, president of the insurance 


company; Frederick A. Kinney, secretary | 


and treasurer; Dr. J. M. Tyson, vice- 
president; Wm. S. Armstrong, assistant 
treasurer and assistant secretary, and 
Frank L. Fuller and J. T. Hayden, di- 
rectors. Warrants were issued for Al- 
bert Sutcliff, of Boston, and Lewis Burk- 


hardt, of Syracuse, N. Y., also directors | 


of the insurance company. 

Press notices further stated that G. H. 
Chester Johnson, a local attorney, and 
also a director of the insurance com- 
pany, charged that Bachman and Hay- 
den formed a partnership under the 
name of Bachman & Company for the 
purpose of appropriating the securities 
of the insurance company. He also 
charged that the Board of Directors 
passed a resolution which transferred 
the securities to Bachman & Company. 
After a hearing the case was adjourned 
by Magistrate Harris until the three 
missing defendants could be present. We 
have not received authentic advices as 
to the outcome of this matter, though 
we have written to this company asking 
it to send us full details. 

Investing and Insuring Public Previously 
Warned. 

We have persistently warned the pub- 
lic through our subscribers to refrain 
from purchasing stock in the Bay.State 
Investment Company (see report upon it 


. elsewhere in this issue) or insurance in 


this company for the reason that both 
concerns have always ignored our re- 
quests for information. We learn from 
a reliable source that Clawson Bach- 
man and his crowd, who were the or- 
ganizers of both companies, are now out, 
and that reorganization of the life com- 
pany has taken place. On informant ad- 
vised us that both the investment and 
life companies may be able to continue 
now that the old and undesirable man- 
agement has been eliminated. 


Brief History of Company. 

This company was incorporated under 
the assessment laws of Delaware Septem- 
ber 4, 1908, and began business the same 
date. It has written a small volume of 
business and much of that secured has 
lapsed. No information regarding its 
condition as of December 31, 1911, has 
been received. The association has been 
contemplating reorganizing upon a stock 
basis for the past two or three years, 
and stock of the new company was be- 
ing sold by the Bay State Investment 
Company with offices at Philadelphia. 
The investment company has also been 
disposing of its own stock, it »eing 
capitalized at $1,000,000. 

Soon after the organization of* this 
company it reinsured the outstanding 
risks of the Mutual Benefit Association 
of America, which was organized under 
the Pennsylvania laws in August, 1905. 





It was) 


That company has issued policies which 
practically guaranteed the return of 
200% in five years. In addition to tak- 
ing over such business, this company 
engaged in the general accident, health 
and life business; past financial state- 
ments which it has issued, show that 
the bulk of its assets consisted of pre- 
mium notes and we are advised by a re- 
liable source that Bachman and his as- 
‘sociates “handled this matter to suit 
their own personal needs.”’ 


A deal was made between the invest- 
ment company and the insurance com- 
pany in 1910 whereby the former was to 
‘finance the life company for which it 
‘was to receive 30% of the premium in- 
‘come of the life company. We under- 
‘stand that during that year the invest- 
ment company sold about $80,000 of its 
preferred stock and about $70,000 com- 
mon stock, 

When the offices of this company were 
removed to Germantown, its principal of- 
ficers, Bachman and Kinney, attempted 
to do a large volume of business by ad- 
vertising extensively for agents. Mat- 
ters in connection with both companies 
became so unsatisfactory that the stock- 
holders decided to make a change. The 
company had become slow and lax in 
meeting claims and a number of judg- 
ments were entered against it. Investi- 
gation showed that the companies had 
been practically looted by Bachman and 
Kinney, which, as noted above, resulted 
in criminal action being taken. 


Present Management Saild to be Reliable. 


We are reliably advised that the pres-| 


ent management, which secured control 
about three months ago, has endeavored 
to eliminate all business of a doubtful 
and unsatisfactory character, and to re- 
store the company to good standing. It 
is admitted that its premium income at 
present is far from _ sufficient to meet 
even the unpaid death claims to date. 
We are advised that the present man- 
agement of both companies is reputable 
and that it will endeavor to rehabilitate 
their affairs. 

The officers are: Treasurer and medi- 
cal director, Dr. H. G. Norton, secretary 
State Medical Board, Trenton, N. J. 

Additional directors: H. Chester John- 
son, lawyer, Philadelphia; Walter H. 





Rickards, coal dealer, Germantown, Pa.; 





Augustus Owen, resident director, Dover, 
Del. 

The officers and directors of the Bay 
State Investment Company. are as fol- 
lows: 

President, H. Chester Johnson, lawyer, 
Philadelphia; vice-president, David E. 
Anthony, Washington, D. C.; secretary 
and treasurer, E. Howard Shadle; ac- 
countant, Drexel Building, Philadelphia. 

Additional directors: Dr. H. G. Nor- 
ton; John O’Leary, Jr., secretary Bur- 
lington Co. Farmers Exchange, Vincen- 
town, N. J.; Augustus Owen, resident 
director, Dover, Del. 





CALIFORNIA NATIONAL LIFE INSUR- 
ANCE COMPANY, SAN DIEGO, CAL. 





A Review of its First Year of Business. 
Ledger Assets, December 31, 1911. 
Mortgage loans on real estate. .$250,702.07 
Cash in company’s office....... 1,753.72 
Cash deposits not on interest... 37,234.29 





Total Ledger Assets....... $289,690.08 
Non-Ledger Assets. 

Interest due and accrued on 
BROCCEE | bbc ccedecedee codecs 





Admitted Assets ........... $292,924.84 
Liabilities, Surplus and Other Funds. 
Net reserve (paid for basis)... $4,922.34 

Unearned interest and rent paid 

MR - GRID hcoucénsnccatesves 31.11 
Salaries, rents, office expenses, 

bills and accounts due or ac- 

NEE 5c dc oveecwesboedentunsau 250.00 








Estimated amount hereafter 

payable for federal, state and 
CN SEs saticdcvasccecers 29.79 

Reinsurance premiums due 
other companies ............. 1,930.53 
CO WEEK kcd dec aiwesdeueus 250,000.00 
Unassigned funds (surplus).... 35,761.07 
VR Sacceddbgiantdben Bimaeee $292,924.84 

Income During 1911. 

Gross premiums, less reinsur- 
onek: “Te. Peecs ctinsSeisas $31,817.88 
Interest on, mortgage loans.... 1,569.68 
Certificates of deposit.......... 2.13 
Premium on capital stock...... 50,976.65 
ee SND ina dh mie cate $84,366.34 


Disbursements During 1911. 
Commissions and bonuses, first 
VOOR'S. MEOUNBUING. co ddivc vcéccce $30,008.24 





Medical fees and inspections... 1,937.00 
Salaries and all other comp. of 

officers, directors, trustees and 

OU | 5 ac ccd scauteiwazead 7,598.50 
Me Soci cs wed evechwbuntanesbuus 937.65 
Advertising, printing, station- 

sp A a a mer 2,373.87 
Ras “CUNO. 6 keno s céadecdicn 200.00 
Furniture, fixtures and safes... 988.40 
Insurance department licenses 

OR. GINO s 6 olds csdntabwebacka 227.25 
State corporation license tax... 50.00 
State tax and incorporation ex- 

OE «a6 3 ovis nubeitbaas 6che te 26.50 
Premium on territorial bond... 75.00 
Investment expense account... 58.30 
Petty office expense............ 195.55 

Total Disburements...... .. $44,676.26 


This company was incorporated under 
the laws of California, December 24, 
1910. It was licensed to commence busi- 
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ness February 15, 1911, with~an author- 
ized capital of $250,000, of which $100,000 
was paid in in cash. The company ad- 
vised us that the stock sold at a uni- 
form price of $20 per share, par value 
$10. At the end of 1911 the authorized 
capital was paid in in cash and of the 
$250,000 surplus collected, $35,761.07 re- 
mained on hand. The company claims 
that the very heavy organization ex- 
penses were necessary in spreading its 
stock ‘“‘widely,’”’ and that by so doing it 
“secured the influence and co-operation 
of a great number of influential people.” 

The principal organizer of the com- 
pany, J. K. Tennant, at present holds a 
general agency contract with it whereby 
he writes either personally or by his 
agents all life insurance for the com- 
pany. The contract is based upon a 

minimum production of $1,500,000 of paid 
' for business each year for five years and 
a further production of $2,500,000 per 
year for the next/five years. Mr. Ten- 
nant receives 90% first year commissions 
together with renewal commissions not 
to exceed 7%% on any form of policy. 
The agency work of Mr. Tennant is 
financed by a concern known as the 
Western Underwriting Company, of which 
he is manager, and also one of the di- 
rectors. The Underwriting Company was 
formed to do a general insurance brok- 
erage business, but so far as we can 
learn it is not transacting any business 
other than financing Mr. Tennant’s 
agency work. 

Prior to the organization of this com- 
pany the same interests formed the Na- 
tional Life Insurance Company. It was 
incorporated June 16, 1910. This com- 
pany was formed because the Insurance 
Commissioner objected to the name of 
the former institution. The earlier com- 
pany is now out of existence and it 
turned over to this company the money 
which it had collected, for which this 
company issued share for share of its 
stock. No details have been furnished. 

We understand that the company has 
reputable local backing and some of the 
officers have had considerable insurance 
experience. Some of the literature put 
out by the promoters of this company 
contains a number of misleading state- 
ments such as is customary with the 
literature of recent life insurance pro- 
motions. 

The company wrote a good volume of 
business in 1911 ($1,010,973). It is sol- 
vent with a sufficient surplus over capi- 
tal and all other liabilities. It is to be 
remembered, however, that most of the 
surplus collected from stockholders has 
been used up. . 

The actuarial methods are believed to 
be sound, though the company uses the 
full preliminary term plan (see preface). 
Mortgage loans comprised the only invest- 
ments at the end of 1911. These were 
fairly remunerative. It is too early to 
pass upon the mortality experience and 
methods of paying death claims. The 
cost of obtaining new business in 1911 
was very high, which is not unusual in 
the case of new companies. This com- 
pany will write $35,000 on a single life, 
retaining only $5,000. We called its at- 





tention to this, stating that under Mr. 
Tennant’s contract it cannot afford to 
do this, if the contract is at all liberal, 
for it cannot hope to secure from rein- 
suring companies a commission as high 
as that paid Mr. Tennant. The company 
admits that this is true, but claims that 
it is necessary for it to be able to han- 
dle comparatively large policies for some 
of its agents, “otherwise, they would 
prefer to work for some larger company 
which would do this.’ It states that it 
has few policies in force in excess of 
$10,000. 

Non - participating 
written and the contracts are fair 
liberal in their general terms. 


insurance only is 
and 





CALIFORNIA STATE LIFE INSUR- 
ANCE COMPANY, SACRAMENTO, 
CAL. 





Review of its First Year of Business. 

The organization of this company was 
commenced in December, 1910, at which 
time it was incorporated under the laws 
of California with an authorized capital 
of $500,000. Its capital was fully paid 
up when it began business on December 
27, 1911. We understand that all the 
stock sold at $20 per share, par value 
$10, and that 25% of the amount col- 
lected is available for organization ex- 
penses. We have received no definite 
advices as to whether the organization 
expenses were more or less than that 
amount. 

The sale of stock was handled by S. 
H. Whisner, who had formerly been con- 
nected with a number of other life in- 
surance and other stock promotions. 

The company is controlled by the 
stockholders and the distribution of div- 
idends is subject to the discretion of the 
directors. It is too early to comment 
upon the investments, cost of manage- 
ment and of new business, mortality ex- 
perience and method of paying death 
claims. 

We understand that the company 
writes non-participating insurance only. 
Some of the policies provide for guar- 
anteed premium reduction and special in- 
come (see preface): The terms and 
conditions of the policies are in the 
main fair. 

The statement of this company as of 
December 31, 1911, which it furnished us, 
shows mortgage loans of $155,950; cash 
not on interest, $256,455.61; cash on in- 
terest $391,776.02; furniture and fixtures, 
$180; interest due and accrued, $3,247.31; 
gross assets, $807,608.94; non-admitted as- 
sets (furniture and fixtures), $180; total 
admitted assets, $807,428.94. The state- 
ment of liabilities shows advances by 
officers or others on account of expense 
of organization or otherwise, $1,010.75; 
capital stock, $500,000; unassigned funds 
(surplus), $306,418.19. 





CANADIAN GUARDIAN LIFE INSUR- 
ANCE COMPANY, EDMONTON, AL- 
BERTA, CAN. 





Former Headquarters, Toronto, Ontario. 

This company, which began business in 
1901 with the title, “The Central Life 
Insurance Company,” has given up its 
office at Toronto, and is now located at 


Edmonton, Alberta. We are advised by 
our Toronto representative that J. M. 
Spence, who was the moving spirit in 
the company, has been elected president 
of the International Insurance Company, 
of Edmonton. The latter is not licensed 
under the “Insurance Act,”’ and accord- 
ingly is not required to maintain any 
deposit for the protection of policyhold- 
ers. We understand that Mr. Spence is 
offering policyholders of the Canadian 
Guardian the following options: 

**(1) Policies in the International in 
exchange for their existing policies; or, 

(2) The surrender of their policies 
for their cash value.”’ 

We understand also that the Insurance 
Department at Ottawa has notified the 
policyholders that the surrender value 
to which they are entitled is the full re- 
serve on their policies, and that the De- 
partment will inform any policyholder 
as to what the full reserve is. 

No report of the Canadian Guardian 
Life Insurance Company for the year 
1911 is available, and until the Canadian 
Government abstract is issued, no reli- 
able information as to the results for 
1911 is likely to be obtained. (See de- 
tailed report upon the company in our 
1911 volume, pages 46 and 47.) 





CENTRAL LIFE INSURANCE COM- 
PANY, LOUISVILLE, KY. 

The organization of this company was 
started early in 1911 by William H. 
Gregory, formerly president of the Citi- 
zens Life Insurance Company, now the 
Citizens National Life of Louisville, Ky. 
(See detailed report upon it in our 1911 
volume, pages 58-61, inclusive.) Wm. H. 
Gregory and his brother, who were re- 
spectively president and vice-president of 
that company, retired early in Decem- 
ber, 1910, selling their stock (approxi- 
mately 20,000 shares) to a syndicate 
headed by Charles B. Pearce, Helm 
Bruce, George Bohon and L. W. Key. 
The methods of the Gregorys were ex- 
travagant and in many respects. pro- 
voked adverse criticisms, which was the 
main reason for the change in the man- 
agement of the company. 

The original title of the company was 
“Central National Life’’ and _ articles 
were filed with the Secretary of State 
of Kentucky about the middle of June, 
1911. At that time the Secretary of 
State ruled that the title “‘Central Na- 
tional,”” owing to its similarity to the 
“Citizens National,”” could not be adopt- 
ed. This company was incorporated un- 
der the laws of Kentucky on August 31, 
1911, and was licensed by the Insurance 
Department.of that State on December 
11, 1911. It was formed by an organiza- 
tion committee of which W. H. Gregory 
was chairman. ’ 

The authorized capital was originally 
$100,000, but on January 17, 1912, it was 
increased to $500,000. Its statement as 
of December 31, 1911, shows a paid-in 
capital stock of $100,000 and $15,620.85 
surplus. ; . 

The stock has sold at various prices, 
the par value being $5 per share. It 
originally sold for $7.50 per share. Of 
the premium collected, one-half was ap- 
plicable to organization expenses and 





one-half to be applied to surplus ac- 
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count. Later the selling price was in- 
creased to $10 per share, and of the 
premium collected $1.50 was applicable 
to organization expenses and $3.50 to 
surplus. The selling price was next in- 
creased to $12.50 per share, and upon 
application the purchaser was obliged to 
pay at least 20% in cash and the bal- 
ance by notes. Of the purchase price, 
$2.50 (20%) was available for organiza- 
tion expenses, the remainder being ap- 
plicable to capital and surplus. Under 
date of March 27, 1912, it stated that 
the selling price of the stock was raised 
to $15 per share on February 15, 1912, 
and that 59,014 shares had been sub- 
scribed for at the various prices men- 


tioned above, though detailed informa-_| 
shares | 
‘larger. 


tion regarding the number of 
sold at each price and organization ex- 
penses to date were not furnished. The 
subscription blanks used for the sale of 
stock at the various prices stated speci- 
fically how much was available for or- 
ganization expenses. 
price was raised to $15 it was under- 
stood and agreed by subscribers thereto 
that $3 per share was available for or- 
ganization expenses. 

The company is controlled by the 
stockholders, all profits being payable 
to them. It stated that the second vice- 
president and secretary have had many 
years insurance experience. No details 
were given. 

The company is solvent, though ac- 
cording to the statement which it fur- 
nished us it is clear that most of the 
surplus collected has been used in or- 
ganization expenses. Its actuarial meth- 
ods are believed to be sound. 
vestments at the end of 1911 consisted 
principally of bonds and mortgage loans. 

The company issues at present non- 
participating policies only. These are 
fair in their general terms. It advised 
us that no insurance was written during 
the period of operation in 1911. 





CHEROKEE LIFE INSURANCE COM- 
PANY, ROME, GA. 

This company was originally incor- 
porated as an assessment association on 
January 20, 1909, and was licensed to 
begin business in November, 1910. Its 
charter permits it to write both ordi- 
nary and industrial insurance. It op- 
erated as an assessment association up 
to December 31, 1911, when it changed 
to the legal reserve basis. It is a mu- 
tual company, but deposited $100,000 with 
the Insurance Department of Georgia in 
August, 1911, which was made up of 
payments by holders of “income cer- 
tificates.”’ Upon such certificates the 
company agrees to pay 6% interest” an- 
nually. It has not advised us whether 
or not it* will continue selling these 
certificates indefinitely, but we under- 
stand that the entire issue is to be $1,- 
000,000. According to its statement of 
income as of December 31, 1911, it has 
received $558,365 on account of such 
certificates. 

The company advised us that its “‘in- 
come certificates’’ are not considered a 
liability, but if it should discontinue 
business “any outstanding certificates 
would be entitled to payment out of any 
surplus assets of the company” after all 





When the selling 


claims have been paid, ‘‘ani before there 
shall be any distribution of surplus ac- 
cumulations to policyho!ders.”’ 

The company states that if the Board 
of Directors deem it desirable, the inter- 
est income under its certificates shall be 
in excess of 6% annually, and that such 
interest is “payable out of the expense 
funds of the company.”’ 

The company has had a rapid growth, 
but the insurance remaining in force at 
the end of 1911 was less than one-half 
that written during the year; this is 
a fair showing considering the fact that 
the business is all industrial. It is sol. 
vent with an apparently large surplus 
over all Habilities ($251,785.77). Consid- 
ering the number of “income certifi- 
cates’’ in force, however, it should be 
Though the policyholders of this 
company technically own the surplus, it 


must be held primarily for the payments 


The in-|- 





made to “income certificate’’ holders as 
explained above. The actuarial methods 
are sound. The company’s statement of 
disbursements shows an extra item of 
commissions, $159,488.49, which it states 
represents commissions paid on account 
of “income certificates’’ and ‘“‘in special 
work and in planting of insurance agen- 
cies.”"’ It is apparent from these figures 
that a very large sum was spent by the 
company over and above its premiums, 
during its first year. 

Prior to December 31, 1911, only in- 
dustrial insurance was written. Since 
that date the company has been issuing 
ordinary insurance which is all non- 
participating. The policies are fair and 
liberal in their general terms. 

At the end of 1911 the company had 
admitted assets of $293,335; net reserve. 
$1,280; insurance in force (all industrial), 
$3,531,387. Of the total income for the 
year ($629,764), the amount received from 
sale of “income certificates’’ was $558,- 
265; premium income, $47,205. The total 
disbursements were $353,332. 





CINCINNATI LIFE INSURANCE COM- 
PANY, CINCINNATI, OHIO. 





New Treasurer Elected in Place of George 
B. Cox-—Stock of Company Being 
Offered to the Public. 

This company advised us under date 
of March 23, 1912, that George B. Cox 
was in no way connected with the prop- 
osition. Mr. Cox, who for years has 
been the Republican Boss of Cincinnati, 
was formerly treasurer of the Cincinnati 
Life, and resigned that position very 
recently. His position will be filled by 
Mr. Herman Brockman, formerly secre- 
tary of the company. 

This is a holding company which was 
organized during the year 1908 under the 
laws of Ohio with an authorized capital 
of $1,000,000. It has never received its 
articles of incorporation, and thus far 
the interests operating it have confined 
their attention to the purchase of other 
life insurance companies. The president 
of the company is Mr. John G. Hoyt, 
who with his associates purchased the 
controlling interest of the Hartford Life 
Insurance Company in April, 1910. (See 
detailed report upon that company in 
our 1911 volume, pages 184-188.) In 
March, 1911, the same interests pur- 





chased the control of the Missouri State 
Life Insurance Company. (See detailed 
report upon that company in our 1911 
volume, pages 284-286.) Mr. Hoyt is now 
president of the Hartford Life Insurance 
Company and vice-president of the Mis- 
souri State Life Insurance Company. 
No other purchases have been made by 
the Cincinnati Life up to this time. It 
is likely that the companies acquired by 
Mr. Hoyt and interests operating the 
Cincinnati Life will eventually be amal- 
gamated, but we are not prepared to re- 
port definitely in regard to this matter. 

John G. Hoyt was at one time an 
agent of the Columbian National Life 
Insurance Company. We understand 
that the present treasurer, Herman 
Brockman, has also had a number of 
years’ experience as a life underwriter. 
We have not been favored with a list 
of the directors. of the company, al- 
though this and other information re- 
quested has been promised. 

High Price Asked for Stock of This 

Company. 

In addition to a statement of the fi- 
nancial condition of this company as of 
recent date, and other information, we 
asked it to advise us whether or not 
stock was being sold in connection with 
life insurance throughout Pennsylvania 
at this time, such information having 
reached us recently. The company did 
not send us any information regarding 
its condition, but advised us under date 
of March 20, that it was not selling 
stock with life insurance “at any point.’’ 
From a reliable source, we learned that 
that is true, but that stock of the com- 
pany is being offered in Johnstown, Pa., 
at $42.50 a share, par value $10.00. Sub- 
scribers interested in later developments 
should call upon us for a special report. 





CONTINENTAL SECURITIES COM- 
PANY, WINNIPEG, MAN. 

This company was formed to carry on 
the agency work of the Great Northern 
Assurance Company of Winnipeg, re- 
cently organized in that city. (See re- 
port upon it elsewhere in this issue.) 





CORPORATION FUNDING & FINANCE 
COMPANY, READING, PA. 





Large Sums of Money Collected by This 
Concern. 

This is a business corporation which 
has been engaged in promoting the or- 
ganization of the Reading Life Insur- 
ance Company for the past two or three 
years. It is operated by the officers of 
the Reading Mutual Life Insurance Com- 
pany, an assessment institution, and the 
business of that concern is to be taken 
over by the new stock company, when 
it is formed. See important article upon 
the Reading Mutual Life Insurance Com- 
pany elsewhere in this issue. 

Recent press notices state that this 
company has collected in cash $633,052.65 
and that, according to the report of an 
examination of it, the assessment life 
company and the new stock promotion, 
officers of all three being the same peo- 
ple, the only marketable assets that 
exist outside of the business in force on 
the mutual company’s books is $43,790.40. 
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CORP’N FUNDING & FINANCE—Cont. 
We have sharply criticised the methods 
of this promotion from the outset and 
suggested that our subscribers warn 
their clients against having any business 
dealings with it; at least not before they 
had investigated its affairs thoroughly 
and, in addition, called upon us for a 
special confidential report. 





EMPIRE LIFE INSURANCE COMPANY, 
ATLANTA, GA. 





Annual Statement Very Unsatisfactory. 

The annual statement of this com- 
pany as filed with the Insurance Depart- 
ment of Alabama was recently procured 
from that Department, and as we have 





had numerous requests regarding the 
company we print below the _ entire 
statement. 

Ledger Assets, December 31, 1911. 
Book value of real estate.... $809.70 
Mortgage loans on real estate 21,367.98 
Loans secured by collateral.. 17,200.07 
Loans on policies within their 

SED Scckoécooceteneceens 161,966.96 
Premium notes within policy 
Pe Ba du ccécncsbebcodsane 43,216.18 
Book value of bonds, $105,- 
967.50, and stocks, $399,- 
Pn. neicés ckeubetetenswoas 505,260.83 
Cash in company’s office, and 
bank not on interest........ 38,846.68 
Cash deposits on interest.... 7,131.87 
Bills receivable, $41,877.89; 
agents’ balances, net, $13,- 
DD pics wdies ages roseeke es 55,717.12 
Purchase money, note, Ist 
lien on real estate, $11,078.80; 
accounts receivable, $22,- 
DEE - ‘eilvcatdtnessspaecdpec ce 33,757.46 
Liens on policies in force, 
$223,981.99; furniture and 
fixtures, $12,614.41 .......... 236,596.30 
Total Ledger Assets...... $1,121,871.15 
Non-Ledger Assets. 
Interest: 
Due and accrued on mort- 

ND. hes cemsaeae ns $1,925.45 
Due and accrued on bonds. 2,020.00 
Due and accrued on collat- 

ees cncweeton 66 175.90 


Due and accrued on pre- 

















mium notes, policy loans 
PN  n66 heoted pWeele-nce 4 2,688.64 
Due and accrued on other 
DD cienravinpeshe ose 4,233.13 
Gross Prem. New. Renewal. 
Due and un- 
reported . $16,216.19 $40,205.98 
Deferred... 2,118.93 10,348.91 
Totals. ..$18,335.12 $50,554.89 
Loading.... 12,834.58 10,110.97 
Net ...... $5,500.54 $40,443.92 45,944.46 
Gross Assets ............. $1,178,858.73 
Deduct Assets not Admitted. 
Furniture and fix- 
SED wi dkoutebe csaen $12,614.41 
Agents’ balances.... 13,139.23 
Accounts receivable. 22,678.66 
Bills receivable...... 45,141.30 
Policy liens and net 
premiums, etc..... 7,421.70 
$100,995.30 


Admitted Assets.......... $1,077,863.43 





Liabilities, Surplus and Other Funds. 
Net reserve (paid for basis).. $859,839.54 
Present value of amount not 





due on installment claims.. 57,672.00 
Death claims in process of 
adjustment, or adjusted and 
SST: hn Cb as chdoaoededac 13,163.00 
Death claims resisted........ 10,416.00 
Dividends left with company 
and interest thereon........ 1,201.94 
Premiums paid in advance... 6,651.20 
Salaries, rents, office expenses, 
bills’ and accounts due or 
DUE . bane n6ees oS dene’ 6e6e6 176.60 
Medical and legal fees due or 
PE ~uinu nko eenad dca amet 2,837.97 
State, county, municipal taxes 
and sick claims in process.. 831.04 
Reinsurance premiums ac- 
Pe PE Ms 0 tc ccdntuctoce 3,255.40 
Dividends provisionally calcu- 
lated on deferred dividend 
policies not included in last 
item accounts payable...... 28,246.46 
Bills payable and discounts... 31,221.30 
Unassigned funds (surplus).. 62,351.98 
WEE nebscdedadenhesothecd $1,077,863.43 


Income During 1911. 
Gross premiums, less reinsur- 


‘ 





ance: first year, $231,429.56; 

renewal, $441,543.43.......... $672,972.99 
Dividends left with company 

to accumulate at interest... 759.94 
Interest: 

On mortgage loans......... 1,323.42 

On collateral loans.......... 179.04 

On bonds and dividends on 

Ee eee) re 16,280.00 

On premium notes, policy 

ge RE 25,535.14 

On bank balances........... 6,617.81 
From agents’ balances pre- 

viously charged off......... 5.96 
Gross increase in book value, 

OE CUE GUEMER ines ce cdsebenss 4,637.00 
Gross increase in book value of 

GREE + 65.05 58Sb 0 00d sb SSs3 S002 93,293.33 

Total INCOME ....cecccees $821,604.63 
Disbursements During 1911. 
Death claims (less $1,000 rein- 

DED -cuheccdd cbeesanvdeodne $93,250.00 
Matured endowments ........ 6,000.00 
Payments on installment 

Gn *Sciuvecese 6s babieadene 26,045.72 
Premium notes and liens void- 

ed by lapse, less restorations, 37,603.83 
Surrender values: cash, $18,- 

929.45; applied, $43.63....... 18,973.08 
Dividends, to policyholders: 

cash and applied............ 65,256.49 
Dividends left with company 

to accumulate at interest... 759.94 
Expense of investigation and 

settlement of policy claims.. 1,492.81 
Sick and accident claims..... 4,303.53 
Commissions and bonuses: 

first year’s premiums, $174,- 

000.73; renewal premiums, 

Dy.  antotOt.s hha deadeos 199,250.98 
All other agency expenses, 

including branch offices and 

DEPT «+ nbn dees 0 4 00 0%s 0% 16,020.22 
Medical fees and inspections. . 26,966.57 
Salaries and all other comp. 

of officers, directors, trus- 

tees and employees......... 40,544.41 
eee SP wT Pr 4,421.68 





Advertising, printing, station- 





ery, postage, etc............ 14,854.91 
On eee 1,347.42 
Taxes on real estate......... 63.95 
State taxes on premiums and 

Sl. cade cen Peesh codbdweinabat 3,484.22 
Insurance department licenses 

Sees Se’ wend ca dbee det bactues 396.00 
State, county and city tax on 

personal property .......... 1,618.73 
Traveling expenses officers, 

miscellaneous, administra- 

tion expenses, interest con- 

tractual, certificate discount 

expenses, bills receivable and 

accounts charged off, uncol- 

lectible rent and note can- 

Ge. aveeéb un bebtens ceeteas 78,890.14 
Agents’ balance changed off.. 3,566.16 

Total Disbursements... ... $645,060.79 


A detailed report upon this company 
will be found in our 1911 volume, pages 
110-113, inclusive. The general review, 
starting on page 111, is important and 
should be carefully read. 

“An examination of the company 
conducted by Actuary Buttolph for 
Georgia Insurance Department early 


was 
the 
in 


1911, the report being based upon the 
financial transactions of the company 
from March 31, 1910, to March $31, 1911. 


That examination was referred to in de- 
tail by us in Best’s Life Insurance News 
for July, 1911. The statement of income 
shown by that examination gives an 
item of $189,550, ‘“‘sale of certificates.”’ 
Such certificates have been sold for some 
time past by the company and are de- 
signated by it as ‘‘guaranty capital cer- 
tificates.’’ In previous reports we have 
always pointed oyt that such certificates 
are of very doubtful value from the in- 
vestor’s point of view. (See our annual 
volume and Best’s Life Insurance News 
for July, 1, 1911, for further comment 
regarding this matter.) 


It will be noted that in the above 
statement no income from sale of certifi- 
cates is shown. The company appar- 
ently stopped selling these certificates 
during 1911, and it informed us that it 
was interviewing the holders of the cer- 
tificates with the object of inducing them 
to accept, in place of the income certifi- 
cates, capital stock in a new stock life 
insurance company, promoted by the in- 
terests operating the mutual company. 
The above statement does not show the 
amount of the income certificates out- 
standing at the end of 1911, nor does it 
show any amount paid in on account of 
capital stock. The company has prom- 
ised to send us the new stock company’s 
statement, but this has not been fur- 
nished. It did furnish brief extracts 
from the mutual company’s statement, 
after we procured the above figures from 
the Alabama Insurance Department. 


It is our understanding that one share 
of stock of the new company has been 
offered for five of the income certificates. 
The president of the company has from 
time to time promised to send us full 
details, stating that he has been en- 
devoring to interview the _ certificate 
holders personally and discuss the mat- 
ter with them, but has failed to keep 
this promise. 
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We have asked the company to ex- 
plain fully the following items shown in 
the above statement: 











partment came in for considerable crit- 
icism for licensing the company in the 
face of these improper investments, and 


“Purchase money note—first lien on) we are informed that recently it insisted 


real estate, $11,078.80. 
“Accounts receivable, $22,678.66. 
“Liens on policies in force, $223,981.99." 
The foregoing item is in addition to 


| 
| 


} 


the regular policy loans within their re-— 


serves as shown among the ledger as-. 


sets amounting to $161,966.96. 


The item of “stocks,”’ $93,293.33, shown | 
as income during 1911, also calls for an) 
‘interest in the stock of the Empire Life 


explanation, and we have asked the com- 


pany concerning it. The statement of | 


disbursements shows a large item of of- 
ficers’ traveling expenses, miscellaneous 
administration expenses, interest on con- 
tractual certificates, etc., the amount 
being $78,890.14. From the experience 
we have had with the company in the 
past we do not look for detailed and 
satisfactory explanations of the above. 
During 1911 the company wrote insur- 
ance aggregating $7,249,294 (includes re- 


‘that they must be changed for other as- 


sets of the kind permitted by law, or 
else that the capital should be reduced. 
The latter action has been taken, and 
the paid-in capital is now $255,000. 

One of the directors of the company, 
F. T. Hunter, visited the East to inves- 
tigate the standing of the Columbus Se- 
curities Company, to which a controlling 


was sold last Fall. The stockholders’ 
meeting was postponed several times, in 


order that the report of Mr. Hunter 


could be received. At a meeting of the 


directors, held in the latter part of March, 
Carl Bradley, who had been president, 


vivals of $749,500), and the amount in) 


force at the end of the year was $20,- 


104,012, an increase of only $1,186,294) 


since the end of 1911, a very small net 
gain. We are not advised as to the 
exact mortality rate during 1911. It ap- 
pears high, however. During 1910 the 


was succeeded by Mr. Hunter, and Carl 
Bradley is now agency manager, which 
is the position he formerly held with the 
Boston Mutual Life, of Boston, Mass. 
The number of directors has been re- 
duced to eleven, all of whom have been 
elected for one year. The Board was 
formerly much larger, and some of the 
directors were elected for five-year 
terms. The present directorate is as fol- 


lows: 


actual mortality was 83.2% of the ex-. 


pected. 

We have frequently stated our opin- 
ion that the “income certificates are an 
actual liability of this company; but it 


F. T. Hunter, president the Trustee 
Company; O. R. Farrar, president Colum- 
bus Securities Company; John C. Slater, 


Slater- Watt & Company, promoters; 


does not so report them because of an | 
opposite ruling of the Attorney General | 
Carl Bradley, Seattle, Wash.; William L. 
hundred thousand dollars and the com-, 


of Georgia. As they amount to several 


pany’s surplus, upon the most liberal 
basis of calculation, is only $62,351.08, 
the importance of this question is at 


once apparent. The life of the company | 


hangs upon it. 





Charles Theo. Cutting, medical examiner; 
F. S. Buck, Vancouver, B. C.; D. K. 
McDonald; E. M. Stevens, Monroe, 
Wash.; L. B. Stedman, Seattle, Wash.; 


Collier, Seattle, Wash. There is one 
other in addition, whose name we have 
not learned, a resident of Spokane. 

The new men on the Board are Far- 
rar, Collier, Buck and the member from 


Spokane referred to above. 


EMPIRE LIFE INSURANCE COMPANY, | 


SEATTLE, WASH. 


— 


Annual Statement Shows Bad Conditions. 








Capital Reduced, Directorate Reduced to 
Eleven and Official Changes Made. 
In our issue of December 1, 1911, pages 

91 and 92, we referred at length to the 

affairs of this concern, dealing particu- 

larly with the sale of a controlling in- 
terest in its stock to the Columbus Se- 
curities Company, incorporated in New 

Jersey, with nominal headquarters in 

Philadelphia and actual headquarters in 

New York. This deal, we pointed out, 

was very unfavorable to the polic,hold- 

ers. 

In a letter to stockholders dated No- 
vember 24, 1911, the company stated that 
on October 31, 1911, its paid-up capital 
Was $584,800, its assets $1,030,560.99 and 
its surplus $331,245.69. No detailed state- 
ment accompanied this letter. Because 
of information which had reached us re- 
flecting seriously upon the character of 
its investments, however, we caused a 
full investigation of the company’s in- 
vestments to be made, and found that a 
large part of them were not of the char- 
acter stipulated by the laws of Wash- 
ington. The Washington Insurance De- 


What the Annual Statement Shows. 

The company’s statement as of Decem- 
ber 31, 1911, shows gross assets of $1,- 
043,836.43 and admitted assets of $999,- 


719.53; capital stock, $652,330, and sur- 
/plus over capital and all other liabilities, 
| $258,583.31. 





Character of the Mortgage Loans. 

The principal item of assets consists 
of mortgage loans on real estate, listed 
at $922,400. It is these loans which we 
investigated, and we find that a num- 
ber of them are extremely large—so 
large as to raise a question of their bona 
fides—and upon unimproved property. 
The mortgages which the company has 
disposed of include one of $270,000 upon 
land in Multnomah County, Ore. This 
is known as “Council Crest Park,” and 
is a large tract which has been laid out 
for development, but which is not “im- 
proved”’ within the meaning of the Wash- 
ington laws, and as that term is com- 
monly accepted by the Insurance De- 
partments of the United States. It is 
in the residence section of Portland. 
The tract and land adjacent thereto—all 
covered by the $270,000 mortgage—com- 
prise in all about forty-five acres of resi- 
dence property; and, since it is put in 
as security for $270,000, and the law re- 
quires that. property must be worth 
twice the amount loaned by an insurance 
company, it follows that this property is 








valued at the surprisingly large sum of 
over $12,000 per acre. It is assessed at 
a valuation of only from $175 to $650 
per acre. The records show that on 
July 27, 1910, the property was deeded 
from Joseph M. Healy to Frank T. 
Hunter—now president of the Empire 
Life and president of the Trustee Com- 
pany, of Seattle, an institution which 
deals largely in real estate and mort- 
gages—conveying this tract, subject to a 
first mortgage of $30,000, which Hunter 
agreed to pay, to the Realty Associates. 
it thus appears that the mortgage held 
by the Empire Life was a second lien. 
These facts are given as an indication 
of the sort of financing in which the di- 
rectors of this company have indulged. 
This particular mortgage, we are in- 
formed, has been disposed of. 

It still owns, however, along with sev- 
eral others of large amounts, mortgage 
of $190,000—an amount absurdly out of 
proportion to the total resources of the 


“company—covering property known as 


‘Wildwood Springs,’’ an unimproved tract 
sixteen miles northwest of Portland, in 
Multnomah County, Ore. To afford good 
security, this property ought to be worth 
at least $380,000. We had this property 
appraised by disinterested experts. Con- 
cerning it their written report to us 
said: 

“We have considered these lands as 
only valuable for agriculture, stock-rais- 
ing, dairying, gardening and horticulture, 
as stated, for which they are well adapt- 
ed. In this connection we have given 
due consideration to location, environ- 
ment, shipping facilities, especially by 
water, to the Portland markets, and the 
desirability of the land for small farms. 

“We do not consider these lands as 
in any way necessary to the growth and 
development of the great city of Port- 
land, except as incidentally in supplying 
produce to its markets, and therefore 
do not think they will suddenly enhance 
in value, but rather that they will re- 
quire a large expenditure of money to 
make them productive. 

“We have carefully considered these 
lands in comparison with other lands 
equally as well located of known market 
value. 

‘““‘We estimate the entire tract of land 
worth $90 per acre. Improvements at 
$600.” 

There appear to be a little less than 
1,200 acres in this tract, which would 
give the whole tract a value of only 
about $108,000; whereas, for proper se- 
curity, it should be worth $380,000. 

As a further indication of the quality 
of these mortgage loans, we note that 
on December 31, 1911, there was over- 
due interest thereon aggregating $38,- 
602.64—over 4% on the amount of the en- 
tire item of mortgage loans as shown in 
the statement. 

The company collected during 1911 $13,- 
301.67 of life insurance premiums, and 
$17,475.32 of health and accident pre- 
miums. All the other income was in- 
terest on investments, borrowed money 
and contributions to surplus by the 
stockholders. Against this $30,000 of pre- 
mium income, the company showed dis- 
bursements of $120,003.30. 

Another unusual and questionable item 
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EMPIRE LIFE—Continued. 


in the statement is a liability of $73,- 
643.82 for borrowed money and interest 
($643.82) thereon. 

It is very apparent that the affairs of 
this institution call for the most minute 
and searching investigation by the Wash- 
ington Insurance Department, and such 
an investigation should be begun with- 
out delay. We have informed the Wash- 
ington Department concerning the results 
of our own investigation, and urged it 
to make a proper official inquiry. 





EQUITABLE LIFE INSURANCE COM- 
PANY, SAN ANTONIO, TEXAS. 





Has Reinsured the Business of the Aipha 
Tau Benefit Order. 

We are advised by the Insurance De- 
partment of Texas that this company 
has reinsured such members of the 
above order which had headquarters at 
Houston as were willing to take the poli- 
cies of the life company. The Depart- 
ment also states that it has made no 
objection to the arrangement, “as the 
benefit order has a right to reinsure any 
part of its business, if it desires to do 
so.” Also, “the life company has the 
right to reinsure any business which it 
may write under its policies as approved 
by the Texas Department.”” The De- 
partment states that further than this it 
has nothing to do with the contract. 
We are not advised as to the amount of 
business taken over from the benefit or- 
der nor the exact date of the transac- 
tion. 





GEM CITY LIFE INSURANCE COM- 
PANY, DAYTON, OHIO. 
j 
Has Begun Business. 

This company, which has been in pro- 
cess of organization since early in 1911, 
was licensed to begin business by the 
Ohio Insurance Department on March 
15, 1912. An advertisement of this com- 
pany contained in the Dayton “Daily 
News” for March 19, 1912, states that 
its total gross assets were then $206,- 
785.33. This amount was made up as 
follows: Cash on hand and in bank, 
$86,422.16; certificates of deposits, $72,- 
212; interest due, $177.77; Ohio first 
mortgage securities, $47,200; furniture 
and fixtures, $391.65; interest accrued, 
$381.75. The liabilities were: Capital 
stock, $100,000; accounts payable, $2,- 
493.19; surplus over all liabilities, $104,- 
292.14. 

The advertisement also states that the 
company had insurance in force of $118,- 
000 (paid for business) when it was 
licensed. A very optimistic statement 
contained in the advertisement reads | 
as follows: 

“This company starts out upon the 
Sea of Life under the most favorable 
auspices ever known, having more sur- 
plus than capital, something never be- 
fore duplicated in the life insurance busi- 
ness.”’ 

Subscribers interested in this company 
should read the articles upon it in 
Best’s Life Insurance News for January 
2 and February 1, 1912, pages 111 and 








123, respectively. 


GREAT NORTHERN ASSURANCE COM- 
PANY, WINNIPEG, MAN. 





Ready to Begin Business. 

A charter has been granted this com- 
pany by the legislature of Manitoba. 
We are not advised as to the exact date. 
The authorized capital of the company 
is $1,500,000. It was organized by the 
Continental Securities Company of Win- 
nipeg, of which Chester E. Latham is 
president and treasurer, Laurence Rose- 
wald, vice-president and general man- 
ager, and J. T. Huggard, general coun- 
sel and secretary. Under date of March 
15, 1912, we were advised by this com- 
pany that $700,000 capital had then been 
subscribed; also that the company did 
not expect tor begin business prior to 
April 1, 1912. 

The company informs us that it is 
endeavoring to build up a well-organized 
agency staff and that the field opera- 
tions will be directed by the vice-presi- 
dent and general manager, Laurence 
Rosewald. Its policy forms, copies of 
which have been promised, are it states, 
modern, and will be submitted to con- 
sulting actuary, Miles M. Dawson, of 
New York, for his approval. It advises 
us that the firm of Messrs. Marwick, 
Mitchell, Peat & Company, chartered ac- 
countants, have had complete charge of 
the accounting of sale of stock and col- 
lections, and that the former manager 
of that firm at Winnipeg, Mr. John M. 
Stuart, is acting in the capacity of 
treasurer for the present life company, 
and will have charge of its accounting 
and finances. The secretary of the 
company, Alfred B. Dawson, is the son 
of Miles M. Dawson, a renowned consult- 
ing actuary of New York City. He has 
had considerable experience in actuarial 
work and a number of years of office 
and field insurance experience. 

The company will make a specialty of 
what is termed the “Perfect Protection 
Policy,””’ which was originally conceived 
and drawn up by Miles M. Dawson about 
eight or ten years ago, but which was 
never used to any extent by companies 
in general. During the past year or two, 
however, a number of companies have 
introduced forms based upon this par- 
ticular kind of policy. Further infor- 
mation has been promised as soon as the 
company is ready to begin business. It 
states that the promotion expenses, 
which include all expenses, commissions, 
discounting paper, office expenses, etc., 
have thus far been held down to 8%. 
This is commendable considering the 
large territory covered in connection with 
its organization work. 





INTERNATIONAL INSURANCE COM- 
PANY, EDMONTON, ALBERTA. 
This company is not licensed under the 
Canadian Insurance Act, and, therefore, 
is not required to maintain any deposit 
for the protection of policyholders. It 
has recently been formed by J. M. 
Spence, the promoter and moving spirit 
of the Canadian Guardian Life Insur- 
ance Company, of Toronto. (See article 
upon that company elsewhere in this 

issue.) 
We are writing for complete informa- 
tion concerning this company’s plans, 


‘cost of getting business. 





list of its officers and directors, etc., and 
may have more to report upon it at a 
later date. We are reliably informed 
that Mr. Spence is offering to the policy- 
holders of the Canadian Guardian the 
following options: 

‘“(1) Policies in the International in 
exchange for their existing policies, or, 

“(2) The surender of their policies for 
their cash value.”’ 

The Insurance Department at Ottawa 
has, we understand, notified the policy- 
holders that they are entitled to the full 
reserve under their policies as a sur- 
render value, and that any policyholders 
may ascertain just what his reserve is 
by communicating with the Department. 





LIBERAL LIFE INSURANCE COM- 
PANY, ANDERSON, IND. 





Change in Officers of This Company. 

This company advised us that James 
J. Davis, of Pittsburgh, Pa., supreme or- 
ganizer of the Loyal Order of Moose, is 
now president of the company, and that 
it is the intention of the company to 
change from the mutual to the stock 
basis within the next thirty or sixty 
days. The company states that Mr. 
Davis expects to use the organization 
that he has built up in the order of 
Moose for the securing of life insurance 
for the new stock company. 

The life company is not to be connect- 
ed with the Moose lodge, but it is ex- 
pected that such lodges throughout the 
country will be converted into an active 
agency for the life company, and that 
this will also mean a large saving in the 
The new of- 
ficers are: 

President, James J. Davis; vice-presi- 
dent and general counsel, A. H. Jones; 
secretary and actuary, W. H. Hinton; 
assistant secretary and treasurer, R. P. 
3rimes, all of Anderson. 

The directors are: Brandon, Rodney 
H.; Kittinger, Wm. A.; Lowder, A. B.; 
Nichol, Thomas J.; Oswalt, E. M.; Van 
Petten, S. L. 

This company has operated as a mu- 
tual legal reserve company and was in- 
corporated January 8, 1901. It began 
business January 14 of that year. It 
has had a slow growth and its state- 
ment, as of December 31, 1911, showed 
a solvent condition though its surplus 
is very small. The management expenses 
have been reasonably moderate, but the 
field expenses were very heavy. The 
statement of the company shows no 
funds held for future dividends under 
deferred dividend policies, most of the 
insurance in force being upon that plan. 
Extracts from Statement for Year End- 

ing December 31, 1911. 

Total admitted assets, $201,355; net re- 
serve, $189,270; unassigned funds (sur- 
plus), $11,619. 

Premium income: New, $17,624; re- 
newal, $52,493; interest income, $6,212; 
total income, $80,714. Death claims paid, 
$16,500; surrender values, $9,243; divi- 
dens to policyholders, $5,177; commis- 
sions on new business, $12,738; total ex- 
penses chargeable to the procurement of 
new business, $30,258; total disburse- 
ments, $75,997. 


There was a decrease in . surplus 
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amounting to $30,499, the principal losses 
being from loading on first year’s pre- 
miums, dividends to policyholders and 
from assets not admitted. The princi- 
pal gain was from mortality, $15,566. 
The company did not give us the 


1911 and in force at end of the year. 
The ratio of actual to expected mortality 
in 1911 on all business was 49.9%. 





MAJESTIC LIFE ASSURANCE COM- 
PANY, INDIANAPOLIS, IND. 





Change in Control of This Company. 

Press notices state that Judge W. H. 
Watson and his associates have dis- 
posed of their interests in this company 
to a syndicate of insurance men, the 
deal having been consummated early in 
March, 1912; also that the new manage-| 
ment has taken charge, and that James_ 
M. Crume, of Louisville, has been elect-| 
ed president. No change is contemplated | 
in the home office staff and the present | 
field force is to be retained. We ad-| 
dressed a letter to the company under'| 
date of March 16, 1912, asking it for full) 
information in regard to this deal, but 
no reply has been received. The com-| 
pany has failed to send us its annual | 
statement as of December 31, 1911, | 
though we have requested such figures) 
a number of times during the past two) 
months, ; | 

The control of the company was sold | 
to James E. Watson, Ward H. Watson | 
and others late in 1911. We reported) 
upon the matter in Best’s Life Insurance | 
News for October 2, 1911, at which time) 
we mentioned that the retiring officers 
were also officers of the Inter-National 
Securities Company which obtained con-| 
trol of the Majestic Life late in 1910. 

In Best’s Life Insurance News for Feb- 
ruary 1, 1912, we printed an article upon 
the Inter-National Securities Company, 
Stating that a receiver had been ap- 
pointed for the concern, but as we went 
to press we were advised by the Majes- 
tic Life that the appointment of a re- 
ceiver for the Securities Company had 
been set aside. 

The Securities Company has had a 
very poor record, and we have warned 
people against the concern for a long 
time. 

We cannot understand the failure of 





those in control of the Majestic Life | 


to supply us with information requested, 
and suggest that our subscribers advise 
anyone interested in purchasing stock 
or insurance in the company to investi- 
gate its affairs thoroughly and, in addi- 
tion, to call upon us for a special con- 
fidential report. 





NORTH AMERICAN LIFE INSURANCE 
COMPANY, CHICAGO, ILL. 

This company has been organized un- 
der the laws of the State of Illinois with 
a paid-in capital of $100,000. It was in- 
corporated January 27, 1912, and licensed 
to commence business on the same date. 

This company was organized for the 
purpose of reinsuring the risks of the 
North American Life Insurance Company 
of Newark, which began. business on 


February 4, 1907, with $100,000 capital 
and $50,000 paid-in surplus (see de- 
tailed report upon that company in our 
1911 volume, pages 316-318, inclusive), 
which was increased from time to time 
until $600,000 capital and $380,952 sur- 
plus has been paid in at the end of 1911. 

We have reported in previous editions 
of this paper that the North American 
Life of Newark was to move its head 
office to Chicago. In order to do this 
the Newark company was compelled to 
reinsure its risks in a new company or- 
ganized under the laws of Illinois for 
that purpose. The reinsurance agree- 
ment provides for the transfer of the 
entire assets of the Newark company, 
including capital and surplus, and the 
company states: “The effect of the 
change will be that the plans, contracts 
and general conditions of the Newark 
company will be carried out in the same 
way as if no change was made.” 

Under date of March 4, 1912, this com- 
pany advised us that the stockholders 
and policyholders of the Newark com- 
pany had approved the plan of reinsur- 
ance. It further stated that the Newark 
company had just been examined by the 
New Jersey Insurance Department. The 
agreement was approved by the Depart- 
ment on March 21, 1912. 

The company’s explanation of this 
change is that the larger portion of its 
business already secured has been ob- 
tained in such states as Illinois, Indiana, 
Missouri, Iowa, Michigan, Wisconsin, 
Minnesota, Nebraska, Kansas and Penn- 
sylvania. 

The principal agency organizations of 
the company are in the Middle West. 
The company states that by this move 
it will be able to save approximately 
$20,000 a year in taxes, traveling ex- 
/penses, rents, etc. 





NORTHWESTERN LIFE INSURANCE 
COMPANY, ABERDEEN, S. D. 





Will Change to Stock Basis. 

This company, which began business 
on January 2, 1908, is to change from 
the mutual to the stock basis. It ad- 
vised us under date of March 20, 1912, 
that it is now getting out new forms of 
contracts, also that it is “readily dis- 
posing’ of its capital stock and expects 
to make the required deposit with the 
state and receive its license as a stock 
company by May 1, next. 

The figures of this company, as of De- 
cember 31, 1911, have not been furnished 
by either the company or the Insurance 
Department of South Dakota, though we 
have made numerous requests for same. 
‘Under date of March 12, 1912, the De- 
partment stated that as the company 
was being reorganized on a stock basis 
it dii.not consider that its figures as a 
mutual company would be of any in- 
terest to the general public. 

We have asked the South Dakota De- 
partment to forward the statement of 
the mutual company as soon as possible. 
At the end of 1910 the company had as- 
sets of only $13,947.68. We have re- 
ceived no advices regarding the progress 
made during the year 1911. 











PAN-AMERICAN LIFE INSURANCE 
COMPANY, NEW ORLEANS, LA. 





Ready to Begin Business—fapital Tem- 
porarily Reduced. 

This company advised us under date 
of March 27, 1912, that its authorized 
capital had been reduced from $1,000,000 
to $655,830, the amount paid in in cash 
at that time, which reduction, it states, 
was necessary owing to the Louisiana 
laws which provide that the capital 
stock of a company must be paid in 
within one year from the date of its 
charter. It states that its capital of 
$1,000,000 has been fully subscribed and 
that the remainder is in the form of 6% 
interest bearing notes which will mature 
in the next few months, at which time 
the capital will be increased to the origi- 
nal amount named in the charter. 

The company advised us that it would 
begin business on March 28, 1912, and 
that the agency department will be in 
charge of E. G. Simmons, who, it stated, 
was formerly with the State Life Insur- 
ance Company of Indianapolis, later with 
the Louisiana National of New Orleans 
and later with the Great Southern Life 
of Houston, Tex. It further stated that 
a number of well-known insurance men 
will be actively connected with the com- 
pany during the next few weeks as 
agency directors, but that it is not in a 
position to give these names publicity at 
this time. - 

The organization of the company was 
commented upon in Best’s Life Insurance 
News for March 1, 1912. No statement 
has been received showing the exact 
amount paid in on account of surplus 
and the amount paid out as organization 
expenses to date. Mr. Simmons, men- 
tioned above, has been connected with 
the firm of Boone, Simmons & Company, 
which acted as the fiscal agency during 
the organization of the life company. 





READING MUTUAL LIFE INSURANCE 
COMPANY, READING, PA. 





Former Officers Arrested—its Annual 
Statement. 

This company, which was incorporated 
under the laws of Delaware, October 23, 
1908, and whose headquarters have been 
located at Reading, Lancaster, Altoona 
and various other Pennsylvania cities, 
recently sent us its annual report for 
1911. Its financial statement as of De- 
cember 31, 1911, shows the following 
assets: 

Cash on hand and in banks, $1,644.04; 
certificates of deposit, $31,946.96; stocks 
and bonds, $8,000; furniture and fixtures, 
$8,589.64; stationery and supplies, $7,- 
545.57; non-ledger assets, $4,539.22; agents’ 
accounts, $52.43; total, $62,337.86. 

From the foregoing it will be noted 
that there were practically no permanent 
investments at the end of the year. No 
reserve is charged as a liability for the 
protection of contracts, the only liability 
shown being accounts payable, $242.50. 
The company considers the balance as 
‘“‘surplus’’ for the protection of policy- 
holders, It states that its total income 
during 1911 was $136,058.33 and admits 
that the total disbursements were $132,- 
488.85. 
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READING MUTUAL—Continued. 


This company began business under 
the assessment laws of Delaware on 
October 29, 1908, and was licensed to 
transact business on December 17, 1908. 
(See important articles upon it in Best's 
Life Insurance News for November 1 and 
December 1, 1911, pages 76 and 98, re- 
spectively.) The principal business of 
those managing the concern has been 
that of selling stock of the Reading Life 
Insurance Company, to be formed some- 
time hereafter under the laws of Penn- 
sylvania, and the business of the mutual 
concern will then be taken over by it. 
Every now and then the managers of 
the present assessment concern, who are 
also managing the stock sales of the pro- 
posed new company, get out a lengthy 
and optimistic report of its alleged 
progress. The booklet containing the 
annual report for 1911, referred to above, 
contains figures purporting to show its 
transactions in detail. 

Concerning the business written, 
says: 

“At our present rate, $3,689,833, we are 
doing better than 50%, or one-half of 
the well-established companies doing 
business to-day, while the combined to- 
tals show that we are traveling among 
the first division of insurance companies 
doing business in this country.”’ 

Previous reports showed an abnormal- 
ly high lapse rate. 

The report of this company states that 
the total business written by it during 
1911 was $5,077,333 of which $3,689,833 
was written on the monthly payment 
plan and $1,387,500 on the ordinary plan, 
and that the whole amount was an in- 
crease over that written duri@g 1910 of 
$1,671,315. It states that the increase in 
business in force during the year amounts 
to $1,914,575. We have asked the Penn- 
sylvania Insurance Department to verify 
these figures and to send us in addi- 
tion a complete statement of income, 
disbursements, assets and liabilities as 
of December 31, 1911. 

Extravagance Plus Incompetency. 


it 


In our November paper we printed an) 


article referring to the reckless waste of 
stockholders’ money by this concern and 
also to the poor showing made. We re- 
ferred to the resignation of the former 
president, D. W. Rothensies, who had 
been with the outfit from its inception. 
Since that article was written the com- 
pany has endeavored to locate at various 
cities in Pennsylvania, where it has dis- 
posed of much stock of the new com- 
pany through the Corporation Funding 
and Finance’ Company, operated by the 
same people. 

We have never been able to obtain 
from the management of this concern 
definite information regarding the amounts 
paid in on account of capital and sur- 
plus of the new stock company and the 
various selling prices per share of the 
stock. The 1911 report of the mutual 
concern, referred to above, states that 
D. W. Rothensies resigned on October 3, 
1911, at which time E. 8S. Snyder was 
elected president. During the year 1911 
the following were added to the Board 
of Directors: 

“W. A. Heitshu, of Lancaster, Pa.; R. 
R. Kenney, of Dover, Del.; H. Y. Horn, 





of Copley, Pa.; J. M. Martin, of Lan- 
caster, Pk.; H. H. Gingrich, of Lititz, 
Pa.; E. M. Ludwick, of Honey Brook, 
Pa.; P. B. Walton, of Williamsport, Pa.; 
J. C. MeGinnis, of Frackville, Pa. 

Former Officers of the Company Indicted. 

In our November paper we printed in- 
formation received from a reliable source 
to the effect that the former president 
was interested in some “smoke and paint 
business” in New York. Daily newspa- 
pers have since stated that he has been 
arrested at several points of Pennsyl- 
vania for alleged fraud in selling stock 
of a smoke and paint concern, and that 
he was under $3,000 bail in Reading, 
under warrants sworn out by residents 
of Landsford, Pa.; also that some fur- 
ther warrants had been issued against 
him in Shamokin and at other points; 
and that in addition, he is under bail to 
the amount of $16,000 at Syracuse, N. Y. 

We are also advised that Fred G. An- 
derson, formerly general manager of the 
company, was arrested on March 4 for 
being mixed up in the same business, 
and that he has also entered bail in 
Reading. We have written the company 
for a detailed statement concerning these 
serious charges and may have more to 
report later. Press notices just received 
Siate that Mr. Anderson is no longer 
connected with this company, having 
resigned his position as general manager. 
A Mr. J. C. McGinnis, president of the 
Frackville National Bank, has been 
elected president of the company in place 
of E. S. Snyder, who will assume the 
position of general manager. Press no- 
tices further state that the company has 
decided to maintain its headquarters, for 
the present at least, at Reading and 
that there have been no changes made 
in the directorate. Also, that it has 
been decided to transfer the business of 
this company to the new legal reserve 
stock company, but we are not advised 
that the latter has as yet been licensed. 
Company Examined. by Pennsylvania in- 

surance Department. 

As we went to press the report of this 
examination was received by us, having 
been furnished by the Pennsylvania De- 
partment in response to our request. It 
is dated March 14, 1912, and is based 
upon the condition of the company as 
of December 31, 1911. The figures differ 
materially from those shown in the com- 
pany’s pamphlet referred to above, for 
which reason we print the entire state- 
ment as compiled by the examiner be- 
low: 

Ledger Assets. 
Book value of bonds........... 
Cash in company’s office....... 
Deposits in trust companies and 
banks not on interest....... 
Cash on deposit in trust com- 
panies and banks on interest 31,946.96 


$8,000.00 
66.24 


1,597.80 





Agents’ balances ...... cesses: 57.36 
Furniture and fixtures ........ 7,730.68 
Stationery and supplies........ 3,772.79 

Total Ledger Assets........ $53,171.83 


Non-Ledger Assets. 
Interest due, $480, and accrued, 
i os anbe ein 006 chee ehten> cece 
New Business— 
Gross premiums due and 
unreported on policies 





in force Dec. 31, 1911 
(less reinsurance pre- 


MUONS). edoderscsdecces $2,336.90 
Gross deferred premiums 
on policies in force 


Dec. 31, 1911 (less re- 
insurance premiums). 2,555.95 


WGN “be tuwacveses'e< $4,892.85 
Deduct loading ........ 3,359.59 
Net amount of uncollected and 

deferred premiums on new 





PD  odicindec édudvddiwsen de 1,533.26 
Renewals— 
Gross premiums due and 
unreported on policies 
in force Dec. 31, 1911 
(less reinsurance pre- 
ES oe ee $992.97 
Gross deferred premiums 
on policies in force 
Dec. 31, 1911 (less re- 
insurance premiums). 1,939.73 
TED Ceoveds céddube $2,932.70 
Deduct loading......... 433.01 
Net amount of uncollected and 
deferred premiums on renewals 2,499.69 
OOD. DOR: i ccectee weaves $57,884.78 


Deduct Assets Not Admitted. 
Supplies: stationery and 
printed matter, viz., 
$3,772.79. $7,730.68. ...$11,503.47 
Agents’ debit balance.. 57.36 
Interest overdue....... 680.00 
Book value of bonds 


over market value... 8,000.00 





$20,240.83 





Admitted assets ............ 
Liabilities. 
American Experience 
Table 3%%, indus- 
trial policies....... $14,412.60 
American Experience 
Table, 3%%, Ordinary 
policies 
Same for reversionary 
additions 


$37,643.95 


245.11 





RD -edesvesesascesen $33,122.38 
Deduct net values of 
risks reinsured in 
other solvent com- 

panies 





ween WENO cide cacanteessée 
Death claims resisted by com- 
' pany 
Dividends left with company to 
accumulate at interest........ 
Medical examiners’ fees, 
Ses DOOR, BER c cccccccccecths 
Surplus 


$33,004.27 


3,000.00 


151.70 


242.50 
1,245.48 





$37,643.95 


income During 1911. 
First year’s premiums, 
less $268.28 for first 
year’s reinsurance. . .$79,411.36 
Dividends applied to 
purchase paid-up ad- 


ditions and annuities 155.46 





Total new premiums.... 
Renewal premiums 
without deductions. . .$22,327.60 


«+++ $79,566.82 








12. 


3.26 


1.69 


.78 


83 
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Dividends applied to 
pay renewal premiums 1,500.54 





Total renewal premiums.... 23,828.14 
Dividends left with company to 
accumulate at interest........ 
Gross interest on deposits in 


134.25 








trust companies and banks.. 795.61 
Contributions from Corporation 
Funding Company............ 32,106.96 
SE Sn “bce dotweecencses conse 1.60 
PG nn ccevctcedoudes $136,433.39 
Disbursements During 1911. 
For death claims...... $17,501.49 
Dividends applied to 
pay renewal premiums 1,500.54 
Dividends applied _ to 
purchase paid-up ad- 
ditions and annuities 155.46 
Dividends left with com- 
pany to accumulate 
i Se 134.25 
Commissions to agents: 
First year’s premiums 64,357.18 
Renewal premiums... 4,271.74 
Medical examiners’ fees 10,479.75 
Salaries of officers, di- 
rectors, etc ......... 24,473.27 
TD . Neoebehecetweseones 825.03 
Advertising .........-. 1,555.73 
UE “Ba eccccecesesee 3,736.03 
Telephone .......-.+++. 1,633.18 
Legal expenses ....... 36.55 
Furniture, fixtures and 
GD cbc bedesd ods cee 858.96 
Taxes on premiums... 388.67 
Insurance Department 
licenses and fees.... 2,619.80 
Miscellaneous ......... 1,787.10 
Agents’ balances 
charged off.......... 177.50 
Total disbursements........ $136,490.23 


A review of the above figures show 
that those presented by the company in 
the pamphlet containing its annual re- 
port for 1911 are incorect. As an il- 
lustration, the admitted assets, according 
to the report at the end of 1911, were 
only $37,643.95, while the company would 
hawe its stockholders and policyholders 
believe that its total assets were nearly 
double that amount. It will be noted 
also that the disbursements were slight- 
ly in excess of the total income for the 
year, while the company’s pamphlet 
shows the income to be somewhat greater 
than the total disbursements for the 
year. 

The report calls attention to the fact 
that while the company is not required 
by law to maintain a legal reserve under 
its policies, they provide that the re- 
serve will be maintained on the Ameri- 
can 3%% Table, but the company re- 
serves the right to collect, if required, 
extra premiums to maintain this reserve. 
The insurance is valued according to the 
Full Preliminary Term plan. 

Contract with Corporation Company Calls 
for Excessive Commissions. 

The report states that the agreement 
between this company and the Corpora- 
tion Funding and Finance Company calls 
for a payment to the corporation com- 
pany as a commission 80% on first year’s 
premiums on business written on the 
monthly payment plan; 30% on the sec- 
ond year’s premiums and 22%% for the 
third and subsequent years for eighteen 








years thereafter, the commissions to be 
payable out of the premiums as they are 
paid to the life company. This agree- 
ment the report states was made on 
April 30, 1909, but on January 21, 1909, 
an agreement was made to pay the cor- 
poration company 80% of the first year’s 
premium; 15% of the second year’s pre- 
miums and 74%% of the subsequent pre- 
miums for eighteen years, the contract 
to run twenty years under “ordinary 
life business.”’ 

Notwithstanding this very liberal agency 
contract, the corporation company agrees 
to pay only one-half of the home office 
expenses in addition to all expenses in- 
curred in its agency work, though ac- 
cording to the agreement it does not 
pay any fees to medical examiners, and 
the life company is required to pay for 
all ‘“‘literature,’’ express or postage as 
such expenditures become necessary in 
the conduct of its business. 

Referring to the item of net reserve 
in the statement printed above, the re- 
port states that this amount was cal- 
culated by Mr. George A. Huggins, ac- 
tuary, “and the examiners believe the 
same to be correct.”’ 

Referring to the certificates of deposit, 
the report states that these “‘were issued 
to the Corporation Funding and Finance 
Company, which company has endorsed 
said certificates, but endorsed them in 
blank. The officers of the Reading Mu- 
tual Life Insurance Company have said 
that they would have these certificates 
endorsed to said company, but at present 
they are negotiable papers, and any one 
who may have possession of them may 
have them cashed.” 

The foregoing findings of the examin- 
ers clearly demonstrate the utter disre- 
gard of the rights of investors and pol- 
icyholders connected with this outfit. 
These matters are referred to more in 
detail below. 


Effort Made by Officers to Discredit Re- 
port of Examination. 


‘The “Philadelphia North American” for 
March 28, 1912, contained an article 
stating that the officers of the Corpora- 
tion Funding and Finance Company, 
the Reading Life Insurance Company 
and the Reading Mutual Life Insur- 
ance Company, all of Delaware, were 
given a hearing on that date before 
the Pennsylvania Insurance Commission- 
er, and that the officers of the com- 
panies ‘‘identical in all three,’’ objected 
to the report, contending that it did not 
correctly set forth conditions. The re- 
port stated that there was not shown 
any agreement whereby the Corporation 
Funding and Finance Company had any 
right to funds from the sale of stock 
of the Reading Life, and that ‘the entire 
amount, except $5,000, had been mingled.’’ 
The article further stated that the cor- 
poration company was declared to have 
contributed $142,711.67 to the Reading 
Mutual Life. The report concludes that 
the Corporation Funding and Finance 
Company had received in cash $633,052.65, 
and that the only marketable assets that 
exist outside of the business in force on 
the Mutual Company’s books is $43,790.40. 
Press notices further state: ‘Detailed 
reports on the business were given, the 
examiners refusing’ to allow as liquid as- 
sets of the corporation notes to the value 





of $68,000, estimated renewals of $137,256, 
contract account of $212,121.60, agency 
investments of $86,963.71 and contribu- 
tions ‘to the Reading Mutual of $142,- 
711.87. The officers contended that these 
were proper assets and took exceptions 
to the report. The hearing was con- 
tinued.” 

We will keep in touch with the situa- 
tion and report any further developments 
in regard to it. We have criticised this 
whole outfit for a number of years past; 
in fact, ever since it started, for the ex- 
travagance displayed and utter disregard 
of the rights and equities of those who 
have put up their money to help float 
the proposition. If it is true that the 
Corporation Funding and Finance Com- 
pany has actually received in cash the 
amount mentioned above ($633,052.65), 
and that only $43,790.40 remains, repre- 
senting assets of the Reading Mutual 
Life, it is safe to say that this is about 
the worst we have heard of, and we 
have reported upon some rather ‘‘wild’’ 
schemes. 





SCRANTON LIFE INSURANCE COM- 
PANY, SCRANTON, PA. 





Contract with Tippecanoe Securities Com- 
pany Modified. 

This company advised us under date of 
March 14, 1912, that an agreement had 
been made between it and the Tippe- 
canoe Securities Company whereby the 
contract under which the latter corpora- 
tion has represented it as exclusive 
agent, would be modified and that the 
purpose of the change is to “facilitate 
the development of both companies.”’ 

The original contract between these 
companies is referred to in our 1911 an- 
nual volume, pages 422-425. One of the 
essential features of the contract was 
that the Securities Company was to 
write $5,000,900 of insurance the first 
year, and the amount of new insurance 
was to be increased $1,000,000 each year 
until it wrote $10,000,000, which amount 
was to have been written each year 
thereafter until the contract expired 
twenty years from its date. In 1909, the 
first year of operation of the contract, 
the insurance written aggregated $5,610,- 
025; in 1910 only $4,833,566 was written 
and in 1911 $6,636,153. From the fore- 
going it will be noted that the Tippe- 
canoe Securities Company has not ful- 
filled the terms of the contract. Under 
the contract it is to forfeit same on 
September 14, 1912, if it has not lived 
up to the terms thereof. 

The Scranton Life states that under 
date of June 1, 1911, it acquired the 
right to write accident insurance, though 
it does not intend to enter the casualty 
field on a large scale. It maintains that 
“this will admit of its making certain 
valuable additions to its life policies.’’ 
It states that the Tippecanoe Securities 
Company will continue to sell insurance 
for it as one of its agents, but it will 
not have an exclusive contract, as for- 
merly. 

Subscribers interested in the operations 
of the Tippecanoe Securities Company 
should call upon us for a special report. 
A short report upon it appears elsewhere 
in this issue. : 
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STANDARD LIFE INSURANCE COM- 
PANY OF AMERICA, CAMDEN, N. J. 





Court Denies Application for Injunction. 

In our March paper we printed an arti- 
cle upon this company which referred 
particularly to an action against it, the 
Standard Securities Company, and O. R. 
Farrar, begun by certain stockholders of 
the life company. They charged illegal 
combinations and agreements to the in- 
jury of the stockholders. The officers 
of the several companies were ordered 
to appear in court at Trenton on Febru- 
ary 20 to show cause why a permanent 
injunction should not be issued, replac- 
ing the stock of the companies as it 
was before the acts complained of were 
committed, and the control of the life 
company turned over to the Columbus 
Securities Company. 

After our March paper was printed we 


received advices from this company that The principal disbursements in 1911 
at a hearing in the Court of Chancery |were: Agents’ commissions (first year), 
at Trenton, on February 27, 19%1, ‘“‘the | $4,381; agents’ salaries, $2,440; agency 
court denied the application for an charges, $1,463; other expenses charge- | 


injunction and dismissed the temporary 

restraining order, previously granted, 

with cost against the applicants.”’ 

Extracts from Statement as of Decem- 
ber 31, 1911. 

The last annual statement of this 
company shows gross assets at 
end of 1911 of $167,174; the principal in- 
vestments (bonds) amounted to $140,811. 





were $8,860; 
total disbursements, $26,692. 
the | 
‘amounted to $381,000, and in force at the 
‘end of the year, $626,750, as against in- 


The company had cash in banks aggre- 
gating $12,674. The paid-in capital stock 
was $100,000 and the reserve liability, 
$32,780. The surplus, according to com- 
pany’s figures, was $33,535. 

The principal items of income during 
1911 were first year’s premiums, $7,965; 
renewal premiums, $13,058; interest in- 
come, $4,957. The statement shows an 
item of income of $20,000, “surplus de- 
rived from reducing the capital stock 
from $120,000 to $100,000."" It also shows 
an income of $12,400 being “surplus de- 
rived from increasing capital stock $20,- 
000—premium of $6.20 per share for 2,000 
shares.”” The total gross income for 
1911 was $58,380. 

We have asked the company to ex- 
plain in detail the special items of in- 
come mentioned above, viz., that re- 
ceived from increasing and decreasing 
the capital stock during 1911. 


able to new business, medical examina- | 
The 
amount spent for advertising during the | one of its agents. 


tions and inspection fees, $1,138. 
The home office salaries 


death claims paid, $2,000; 


vear was $533. 


The insurance written during 1911 
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and all prior issues of the current volume of BEST’S LIFE 
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F wurance in force at the end of 1910 of 
$505,250. 

The officers of the company are: 


President, Geo. J. Bergen; vice-president 
and general manager, Dr. Wm. H. Car- 
penter; secretary and controller, Walter 
H. Parrott; medical director, Dr. Wm. 
H. Carpenter; treasurer, Geo. W. Carr; 
consulting medical director, Dr. J. An- 
son Smith. 

The directors are: 


Allen, Collins B.; 


Baxter, Edward R.; Bergen, George J.; 
Bartlett, Samuel P.; Brown, Henry C.; 
Carr, George W.; Carpenter, Wm. H.; 


Dickensheets, Geo. W.; Harris, Benjamin 
E.; Langley, E. Lee; Parrott, Walter H.; 
Richman, Grover C.; Smith, J. Anson; 
Whitaker, Thomas; Farrar, O. R. 





TIPPECANOE SECURITIES COMPANY, 
SCRANTON, PA. 

In an article upon the Scranton Life 

Insurance Company elsewhere in this is- 





‘it and this company 


sue we report that the contract between 


has been modified 
so that the Securities Company no longer 
acts as exclusive agent for the life com- 
pany, though it will continue to act as 


The contract between this company and 
the Scranton Life Insurance Company 
was made on September 14, 1907, and 
the terms thereof are referred to in our 





1911 volume in the report upon the 


‘Scranton Life Insurance Company. 
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Majestic Life Assur. Co., Indianapolis, Ind. 

Get... GOs Aetvccccses 163 
Marquette Life, Springfield, Ill................ Fevruary.....126 
Maryland Life, 'B timore, RISERS ig yh nase 126 
Meridian Life Ins. Co., Indiana lis, Ind......Sept r... 38 
Michigan Mut. Life Ins. Co., troit, Mich.. Saeen 38 
Michigan State Life Insurance Co., Detroit, 

i eae as Dene ecmikauand a b Dec., 95; March........ 141 

Mid-Continent Life Insurance Co., Muskogee, | 

| Ry Ne ARTO ee ER ee Oc Mare. .cccecs 142 
Midland Mutual Life, Columbus, Ohio.. is Orr Tt = 
Midwest Life Ins. Co., Lincoln, Neb.........September- 38 
Missouri State Life, St. EGE, BeOscecocedtss ai eeseoeceo EE 
Modern Life, South Bend, ) ee October....... 60 
Modern Woodmen of America, Rock Islan d, 

Til. sitiibnsiahecace 6 knenan Feb., 126; March........ 142 
Monarch Life ‘Assurance Co., Winnipeg, ‘Man..October....... 60 
Mutual Benefit Life, Newark, BM. Deve ov., 78; December.... 95 
National Funding Co., Los Angeles, Cal...... February.....127 

Marc ade econ 
errr ht ey February.....127 
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Name of Company. Month. Page. 
New York Life Ins. Co., New York........... August....... 31 
Niagara Life, Buffalo, N. Y.........+.ceee.++-December.... 97 

March...... 144 
North American Life, Chicago, Ill. .......... April..... occ eAGS 





North American Life, Newark, N. J.. ruary 1 
Northern Assur. Co. of Mich., Detroit, Mich...February.....129 
— Life Ins. Co. of Illinois, Rock Island, 


redeesecedeuccaseeeeuanees November, 75; January......113 
Northwestern Life, Aberdeen, S. D.......... pF. Beer - -163 
Northwestern Mut. Life, Milwaukee, Wis.....December.... 97 
Feb., 130; March........ 145 
Ohio Burial Ins. Co., Cincinnati, O. .Jan., 113: February..... 131 
Ohio National Life, Cincinnati, * edt eensnevees October....... 60 
Oklahoma Nat. Life, Oklahoma City, Okla.... November.... 76 
Old Colony-Commercial Life, Chicago, Ill....October....... 62 
Old Line Life Ins. Co., Milwaukee, Wis......September... 39 
Pacific Mutual Life Ins. Co., Los Angeles, Cal.August....... 31 
Pan-American Life, New Orleans, La. 
March, 145; April......... 163 
Paris Co-Operative Life, Paris, Tex........... February..... 131 
Penn Mutual Life Ins. Co., Philadeiphia, Pa. ro —emgaanla = 
Peoples Life, Chicago, II]l......s...ceccccscces October....... 
Peoples Life, Little Rock, Ark...........+i.-- October....... 82 
People’s Mutual oe Accident & Health Ins. 

Co., Little yey a o+e-- -October....... 62 
Peoples Mutual Life = Assn. and League, 

Syracus Yy ee eeeneeneeeneeeeeneeeeeeeneee oc cetdoeece< 12 
Peoria Life, Peoria, iil. cecatteatecaud 6censrees October....... 62 
Philadelphia Life Ins. Co., Philadelphia, Pa..August....... 31 

September... 39 

Piedmont Life, Ape, Ce ee ee eee January...... 113 

Pioneer Life Insurance Co., Far 50, N Ss a October......-. 62 

Pioneer Life Ins. Co., Kansas sity, Mo......August....... 31 

Pittsburgh Life & Trust Co., Pittsburgh, Pa..October....... 62 
Postal Life Insurance Co., New York, N. Y., 

uly, 12; Dec., 97; Aug. 31; “March...... . -145 

Prairie Finance Company, Omaha, Neb....... January...... 113 

Prairie Life & Trust Co., Omaha, Neb...... January......113 


Preferred Late Ins. Co. of America, Grand 
nt ee Dt +6 e,eetians mendoeden eased dent Fo ees ga 39 
Provident Life & _ Trust Co.,  Phila.. Pa.. 







.. November. . — 
Prudential Life Ins. oe Winnipeg, Man... August iin ihe 31 
Readi Finance Securities Company, 
ih bee ocesdaneseehbenobsade édenat as August....... 32 
Reading Mutual Life, ‘Reading, Pa. 
Ges 280, SEs Bia ccc eceds 163 
aed Life Ins. Co., Davenport. ae coe @ 
abit Life Ins. ‘ Pittsburg, Pa.......... -oe 40 
Republ c Lite Ins. Co., Kansas City, Mo...... bas 
ife yang ag = Indianapolis, — 
oentord tan Ba: DE Mis cccecccenvesese o eksiocees 63 
Royal Benefit Society, Washington, D. C..... peas ae 
Royal Corporation, Chicago, Ill. ............. ae sescde 114 


St. Louis National Life, St. Louis, Mo........July.......... 13 
Sam Houston Life Ins. Co., Dallas, tage ORE 41 
San Francisco Life, San Francisco, Cal., 


September, 41; October, 63; January...... 114 
Scranton Life, Scranton, Pa. .... wept. Gas Mi oesecnse 165 
Second Nat. Life, Baltimore, Bc cceséesecs ...Sept ember... 41 
October....... 63 

Security Life Ins. hawe Annuity a. Greens- 
ey Wee Gheseccecee Sabsedeoksce «eocesdes ee Pa 13 


Sentesaber. as 
Security Life Ins. Co. of Amer., Chicago, Ill..September... 42 
nec wa 98 





Security Life of Canada, Montreal, Que...... November.... 77 
Security Mutual Life Ins. Co. ™ Binghamton, 

a: de deswebbndevesetdbaadeseess sseccceceesss- September... 42 
Shawnee Life Ins. Co., Shawn Gitwceaces » ee -- 42 
Southern Insurance Stockholders ASsSsoO., 

Ds Te,” ents nnces' cccesdaeeeee asenes e Mentemiber... 43 
South. Life & Trust Co., Greensboro, N. C. ..September... 43 
Southeastern Life, Greenville, | aR COUSF.. cccee 63 
Southern States Mut. Life Ins. Co., Chariles- 

D> ls Ge ctedeuwndeesssevdbeesounn oseeees- September... 44 


November.... 78 
Southland Life Ins. Co., Dallas, Tex..........September... 44 
Standard Life of America, Camden, N. J. 
March, 145; A = Tala wee dire 166 
pte 


Standard Life Ins. Co., Atlanta, Ga........... mber... 44 
Standard Securities Company (see article re 

Columbus Securities Company, p. 108)...... January...... 
Star Life, . Diicseuce cece eeubscraet o++++-VDecember.... = 
State Life, Indianapolis, Ind.............. e---October....... 
State Mutual  — = aa. December.... 
Temple Life, Temple, Tex.................. be epee 
Tippecanoe Securities Co., Scranton, Pa. ....April......... 


Travelers Ins. Co., Hartford, ranton, Pa. ....April. --.--...166 
Union Central Life Ins. Co., Cincinnati, O.. September... 4 


Union Life, Chicago, Ill.............. o06cen¢des cece 
Union Pacific Life, Portland, Ore.. neseeeous ge Hh coe We 
United Mutual Life, Philadel hia, aaa \ eee 14 
United Workmen CAncient er of) Grand 

Lodge, Fargo, D.. eeeeeeee eee: Pe 63 
Universal Life Ins. Co., ‘Cleveland, or January......115 
Western Empire Life Assur. Co., ante 

Man 4: , ee 


wheatess ‘States Life Ins. Co.. ‘ae . we... January......11 
Western States Life, San Francisco, Cal.... Wy sa tear 
ober......«- 
West. Union Life Ins. September, . = 
Wichtta Southern Life, ‘Wichita Fal te, Falls, * os Bec ahengs Oe 


sconsin Nat. Life Tas Oshkosh, Wis..September... 46 
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AN IMPORTANT ANNOUNCEMENT 


CONCERNING 


New Life Insurance Publications 


Was made in printed matter recently sent to 








our subscribers. 
DID YOU READ IT? 


These new publications, being of pocket size, will 


be invaluable to life insurance solicitors. 


ORDER NOW ENOUGH TO EQUIP YOUR 
PRINCIPAL PRODUCERS. 


Drop us a line and we will tell you just how 
your present subscription stands—whether or not 


you are entitled to receive the new bool. 





ALFRED M. BEST COMPANY, Inc. 
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